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DIGEST OF TESTIMONY 


FripAy, DeEcEMBER 9, 1955 


Statement of Lester A. Malkerson, Minneapolis, Minn., Oldsmobile 
dealer, inserted at this point. He would have preferred to testify 
instead of submitting a written statement, but lack of time precluded it. 

In his opinion, the press reports of the hearings present ‘‘a distorted 
picture of General Motors dealer relations.”’ 

When he first thought about going into the business, he was con- 
sidering handling two different makes of cars, with some preference 
for make X. However, when he visited the X factory and the Oldsmo- 
bile factory, he was sold on Olds. 

His Oldsmobile franchise has brought him a “happy and profitable 
relationship with General Motors.” 

He knows of no instance where deal ‘rs have been required to order 
more cars than they wanted. Factories do not cause poor finance terms 
by “putting pressure on the dealer.’”’ Dealers themselves are to a 
large extent responsible for any loose credit. 

Mr. Malkerson, commenting on the inefficiency of some dealers, sai 





“If Oldsmobile were to become dissatisfied with me as a dealer, I would 
rather have them cancel me out, with the rights and protec 
inder the franchise, than have them put in another « 
block away or across the street which they can do.” 


ion I have 


J 


The same dealers who might seek legislative action when competition 
got too keen are the same dealers who would protest any type of con- 
gressional interference in the economy. 

\ir. Skinner stated, ‘‘General Motors considers the broad distribution 
of its automotive replacement parts to be essential to the effective 
servicing of its products,” and challenged testimony given by Mr 
Halfpenny and Mr. Perreault ‘‘ ‘that the main responsibility on older 
parts * * * falls with the independent manufacturer and w holesalet = 

father, GM has ‘“‘a responsibility to the owners of General Motors ears 
and trucks as long as there is a demand for replacement parts to fit 
anv vear model.’”’ 

GM stocks 187,000 replacement parts for various year models for all 
the different divisions. 

There is no set policy for the length of time they stock a part but 
usually for about 10 years; they might stock parts for cars that were as 


ile 


much as 20 years old. 
Parts purchased from outside suppliers are kept in stock “as long as 
there is the demand for them.’’ These purchases are handled differently. 


Sometimes GM buys a quantity to keep on hand, sometimes they buy 
annually for the purpose of replacement during the current year. 

Arrangements have to be made with the independent suppliers to 
continue to keep available machinery and tools to make these parts. 

Mr. Burns asked: ‘‘Would you say then that generally those inde- 
pendent manufacturers who supply original equipment have the respon- 
sibility of maintaining for a reasonable length of time a part for dis- 
tribution to the consumer for older models?” 

Mr. Skinner replied: ‘‘Their responsibility is to supply us with those 
parts as they are demanded by the field requirements.” 

“Tor many years replacement parts have been distributed through 
two channels, namely, the dealers of the car and truck divisions and the 
warehouse distributors of the United Motors Service and AC Spark 
Plug Division of the corporation.’? Car and truck dealers serve both 
retail and wholesale functions. Warehouse distributors sell at whole- 
sale directly to the general repair trade. Some also sell to jobbers. 

GM has long encouraged wider distribution of its parts; the latest 
modification of this program was made effective January 1, 1954. 

Contrary to a general impression, all GM car dealers are not ‘‘fully 
competitive with independent wholesalers.’”’ A dealer handles only 
parts for the cars and trucks he sells, not other GM makes. 

Prior to the new distribution plan, parts made by the car divisions 
were distributed through the dealers, who had a suggested resale price 
for parts resold to independent repair shops. 

The only way an independent garage could get parts manufactured 
by a car division would be through a dealer with whom he was competing 
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DIGEST OF TESTIMONY 


in servicing cars. The car divisions also distributed directly to the 
dealers any GM parts used in the car, whether made by the car divisions 
or accessories divisions. 

Suggested list prices ‘‘are determined by the ear divisions in line with 
the competitive situation,’ and are then adopted by the accessory 
division. 

Replacement parts bought by a car division from independent sup- 
pliers, prior to the new plan, were not sold through the accessory group— 
the ear division sold them through the dealers. 

In an attempt to determine the importance to GM of its replacement 
parts profits, Mr. Burns said: ‘‘Now, the reason I am asking these 
questions is because I want to ascertain the interest of General Motors in 
the replacement business from the standpoint of the profits which are 
obtained by performing these various functions. You would purchase 
a part for original equipment, in the case of this illustration at about 
$2.50. If it goes through an independent distribution system, the jobber 
sells it to the garage for about $4 to $4.50, General Motors sells the same 
part to its dealers for the same price, for $4.50, which means a profit on 
that type of item of about $2 just for distribution.” If this part were 
distributed through independent channels, the manufacturer would 
first sell it to a warehouse, he to a jobber, and then it would go to either 
a dealer or an independent garageman, with all getting a small part of 
the pront. 

Mr. Hogan failed to see the point of the line of questioning. Mr. 
Burns said it was being done in an effort to determine if distribution of 
replacement parts by GM is really essential; ‘“whether General Motors 
be the only corporation to sell parts which can be ued in General 
Motors cars. And there is a distinction which we are trying to ascertain 
between those parts which it must necessarily sell, since it is the only 
one who manufactures them, and those which are made by outside 
suppliers.” 

In attempting to determine the chain of distribution, Mr. Hogan 
agreed that they compete with the manufacturers from whom they buy. 

United Motors Service buys parts for distribution from within and 
outside the corporation. It is simply a distribution channel, not a 
warehousing operatio x 

UMS is only a distributor for the car divisions, with the divisions 
setting their own prices. This is true whether the parts are purchased 
from outside or made by the division. 

In the case of parts made by the accessory groups within the corpora- 
tion, UMS buysthem. Mr. Withers of UMS said, ‘‘We act as the acces- 
sory division’s sales force. They set the prices that they have to have for 
their parts. Obviously they have to set them to be competitive; so as to 
how they arrive at a given price, they are on their own * * *” 

Mr. Burns asked: ‘‘Does United Motors Service do the advertising for 
parts which it distributes but which are made by car divisions?” Withers 
replied: ‘‘No. We might carry it in our same ad on something else. 
We might carry an engine and a chassis ad. It might be included as an 
all-line thing being handled by United Motors, but anything that is on 
original equipment they do their own advertising.”’ 

About 3 percent of the parts distributed by UMS are purchased out- 
side. Included in that 3 percent are parts bought by the car divisions 
directly from outside suppliers. AC Spark Plug has its own distribution 
system, but UMS distributes a few of their items. 

Inserted in the record at this point a chart showing GM system of 
distribution and the principle of parts pricing. 

Mr. Skinner outlined the operation of the GM parts wholesale plan. 

Mr. Hufstader said the plan had ‘not materially improved” sales; 
they are hopeful that their competitive position will improve, however. 

Mr. Curtice said their calculations showed that GM has 20 percent of 
the parts distribution while the independent manufacturers through 
their independent distribution setup are doing 80 percent of the business. 

In the majority of cases, wholesaling is a small part of a dealer’s total 
parts business, therefore it can be assumed the independent jobber should 
not fear too much expanded wholesaling from the dealer. 


should 
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Mr. Skinner said, ‘“‘Testimony was given the committee that the 
replacement parts business of the independent manufacturers and whole- 
salers has been reduced from SO percent to 40 percent of the total 
market.’ However, estimates show that GM gets only about 23 percent 
of this business. 

Under the wholesale plan the GM car dealers compete with UMS 
jobbers, but do not necessarily sell at the same price rhe advantage to 
be gained from having the two groups in competition “‘is that this is an 
opportunity for the car dealers to handle parts that they formerly did 
not handie but were handled through United Motors and the jobbers, 
and it gave the United Motors independent jobbers an opportunity to 
handle car parts which were formerly handled by independent dealers,” 


Mr. Hogan explained. 

Mr. Withers said: ‘‘Mr. Halfpe nny and Mr. Cassedy have testified 
that United Motors Service division in introducing the General Motors 
car parts program to their distributors presented a so-called ‘package’ 
ind insisted that the warehouse distributors purchase the package con- 
taining parts specifically selected by United Motors Service Division. 
This statement is not correct and the inference that we exerted coercion 
in forcing parts on warehouse distributors is unfounded.” Explained 
the steps in introducing the car parts program to distributors 

Mr. Hufstader: ‘‘Another example of an attempt to suggest coercion 
of dealers regarding purchases of General Motors parts is the testimony 
of Jack L. Wiggins to the effect that General Motors obtains knowledge 
of its dealers’ parts purchases from competitive sources through a credit 
report form used by General Motors Acceptance Corp. This insinuation 
is absurd.” 

Inserted in the record at this point a copy of the credit inquiry form. 

There is one parts order pad which has inventory information on it, 
but is not used for determining the volume of parts dealer purchases. 
It is only a guide to the dealer. 

Credit information obtained by GMAC is not made available to the 
corporation. 

Mr. Bridenstine denied charges made before the committee to the 
effect that GM “‘coerces its car dealers to purchase automotive replace- 
ment parts from it by threatening to terminate their selling agreements 
if they purchase replacement parts from independent manufacturers and 
wholesalers. 

“It is most difficult for General Motors to defend itself against this 
unfounded accusation because the witnesses have all stated that they 
will not name any car dealers who have been so coerced because they 
are afraid of getting the car dealers into trouble.”’ 

GM “‘categorically denies that it coerces its dealers either directly or 
indirectly to purchase General Motors replacement parts from it.”” He 
said, ‘‘An example in point of the irresponsible character of some of the 
testimony regarding the alleged coercion of dealers is the testimony of 
Mr. E. L. Schofield * * *.’”? Discussed the Schofield case, and entered 
an exchange of correspondence relating to it. 

This correspondence explains that it is not GM policy to requre all 
dealers to deal exclusively in GM parts, including heaters; nor is it the 
policy to equip all cars and trucks with heaters at the factory. It is the 
policy to install these heaters only when ordered by the dealer. 

Bridenstine said: ‘‘Mr. Schofield also stated in this record that he 
contacted Mr. Brandt, of Aetna Motor Products Co. of Boston, Mass., 
to discuss a new switch for the Schofield 1956 heater and he was advised 
by Aetna that they could not supply him with switches because the 
purchasing department of Harrison Radiator Division warned him that if 
Aetna should supply switches to any other heater manufacturer, General 
Motors Corp. would cancel its business with them.” 

Upon investigation it was shown that the switch Schofield wanted is 
being supplied to Harrison Radiator, and that the tooling has been paid 
for by GM. 

“Mr. Schofield requested permission to purchase a duplicate set of 
tooling. Mr. Brandt stated to Mr. Schofield that Harrison Radiator 
Division and Chevrolet Motor Division had spent considerable time on 
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engineering this particular switch and that, as a matter of business 
ethics, Aetna would not supply to anyone else any part which had been 
specially tooled and designed for a particular customer. 

‘With reference to Mr. Schofield’s statement that Mr. Brandt advised 
him that General Motors had ordered them not to sell switches to any 
of our competitors, Mr. Brandt has stated that this is an absolute 
falsehood Moreover, there is no truth in the statement that Mr. 
grandt further advised Mr. Schofield that if Aetna were to sell to 
competitors of General Motors that General Motors would cancel their 
orders with Aetna * * *,” 

He continued: “General Motors is just as anxious to seek out the 
truth on these charges as is this committee. We cannot defend our- 


1 


selves against such unsupported charges.’ It is very important to get 


it the truth in this matter because GM has “endeavored in every 
nstance to explicitly comply with the provisions of the cease and desist 
order.’ This order was entered November 12, 1941, modified on 
June 25, 1942, and GM’s report of compliance was filed September 22, 
1942 The FTC aecepted the report October 12, 1942. 

Inserted in the record material relating to the cease and desist order 
as well as the order itself 


Bridenstine said an investigation was made in 1954 “to determine 
whether General Motors was in compliance with the order. General 
Motors has not received any notice of the conelusions reached by the 
Federal Trade Commission on this investigation. Pending an outcome 


this investigatio I would think that this committee would not 
consider seriously the irresponsible accusations of witnesses who will 
ot or cannot support their accusations with any evidence.”’ 


In replying to Mr. Bridenstine, Mr. Burns pointed out that the 
committee cannot “take responsibility for statements of witnesses, 





nembers of the general public, who come to testify before it, but it does, 
as it should, exercise whatever judgment it can in sereening witnesses 
who may appear to be irresponsible or not able to back up what they 


Dealers are afraid to testify because of a fear of reprisals from the ecom- 
pany, so were not named before the committee. However, they were 
n a letter written to GM by Schofield’s attorney, “and now 
General Motors Corp. states that it has caused ay investigation to be 


made and each of the dealers named and each of the zone managers 


rshall, Jr., an attorney for Mr. Schofield, was called 
nder oat 

In letter written to GM he had omitted the names of dealers and their 
, Schofield. However, realizing GM 


he kept trying to 


locations at the request of the client 


could not investigate the situation without names, 
get them released 

An FTC representative ealled and also wanted documentary evidence 
to support the charge made by Schofield. ‘‘I told him that we were not 
permnitted to release this information, but did give him some names, 
there had been some that they had been willing to diselose.’”” Mr. Brown, 
a representative of Schofield, took him around to the five dealers men- 
tioned in the letter to GM 

Outlined as much as he could recall of his conversations with these 
dealers, with their explanations of the reasons for their inability to use 
Schofield heaters. 

Senator O’ Mahoney read from a wire from Senator Mike Monroney, 
stating that many GM dealers had indicated there was need for a study 
or legislation dealing with automobile dealers’ problems in the field of 
automobile marketing 

Mr. Hogan assured the committee that GM would not go through the 
past records of dealers who testify or who have had their names men- 
tioned in the hearings in an effort to find some reason for canceling their 
franchises. Mr. Curtice pointed out that the 5 dealers mentioned in 
the Schofield matter had received the telegram extending their contracts 
from 1 to 5 years. 

Mr. Marshall continued with his statement. 
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Mr. Amidon of the subcommittee staff had gone to one of the dealers 
with Mr. Marshall and had tried to persuade the dealer to testify, 
but without success. He would appear before the committee only if 
issued a subpena before leaving Chicago. 

One of the dealers mentioned by Mr. Marshall has changed his opinion 
since he first talked to Marshall, indicating that he is now quite happy 
with the setup. 

Mr. Amidon was called and questioned under oath about his conver- 
sation with the dealer who refused to appear. This dealer had told him 
he could not get cars without heaters. 

The dealer further said he was selling out the agency, that the Motors 
Holding division of GM had a financial interest in it, and that he did 
not want to jeopardize negotiations with them by appearing before the 
subcommittee. Also, his chances for getting another dealership he 
wanted might be hurt by his appearance. 

Amidon also talked with the dealer mentioned by Mr. Marshall who 
indicated he was satisfied with the treatment he received from GM. 

Senator Wiley’s assistant presented a statement on behalf of the 
senator. 

Inserted in the record at this point is a statement by L. L. Lukes, pre 
dent of Motors Insurance Corp. and General Exchange Insurance Corp 
Testimony has raised the question of ‘‘whether MIC or GEIC has a 
policy of prohibiting the repair in repair shops, other than those of Gen- 
eral Motors dealers, of damaged cars that are insured by MIC or GEI(¢ 
It is normal practice to recommend to insureds that they return dam- 
aged cars to selling dealer for repairs, but there are many times the in- 
sured prefers a repairer of his own choice. This is allowed except in 
instances of those repairs costing more than they would if done by the 
dealer. 

‘Previous testimony has raised the question of the opportunity of the 
general repair shop to estimate on repair work where the insurer is MI¢ 
GEIC.” He said that ““GEIC—MIC does not use what may be termed 
‘a bid system,’ ” although there are other insurance companies that do 

Mr. Pierro of Ace Auto Rebuilders had testified that an insured had 


1iot wished to have his car repaired by the dealer, and there had been 
delav in making the arrangements to have it done. Mr. Lukes said they 


had no knowledge of the man’s reluctance to have the job done by his 
dealer; further, there was no undue delay in handling the arrangements. 

One witness had drawn “certain conclusions as to MIC-GEIC’s share 
of the total repair volume available in this country under collision insur- 
ance on the basis of the premium volume written by MIC-GEIC in 
1953 and 1954.”’ However, not all insurance companies write at the same 
basic insurance rate nor do they all write policies for the same period of 
time, therefore their share would be smaller than the witness indicated 

“It has been testified that where the dealer has charged the retail 
customer a price in excess of the retail selling price S iggested by the 
manufacturer, the so-called dealer pack, the resultant insurance cost of 
the retail purchaser is likewise increased. 

“The premium charged by MIC-GEIC for insurance coverage is based 
not on the retail selling price of the automobile but, as is true of most 
other insurance companies as well, upon the factory list price of the car.’ 

Inserted in the record at this point a statement of facts from court 
records in the National City Lines cases. 

The testimony of a former Government attorney ‘‘was an inaccurate 
and incomplete picture of the facts shown in the court reeord—so incom- 
plete and inaccurate that actually no mention was made that the final 
outcome of the several years of litigation in this case was the denial of 
the relief requested by the Government and dismissal of the civil action 
against General Motors. This was in the final order entered by the 
Federal district court in Chicago * * * on October 31, 1955.” 

For one thing, it had been said the National City Lines is perhaps the 
largest holding company controlling and operating local transit systems 
in the United States. This may or may not be true, ‘but the record 
does show that General Motors total sales to National City Lines com- 
panies during the years 1949 through the first 1) months of 1954 con- 
stituted only 4 percent of General Motors total sales of buses.” 
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It is true that GM supplied some capital in form of small investments 
in nonvoting preferred stock and had contracts to supply some buses, 
but reasons for this had not been given. Jackground given. 

This statement of facts from court records included the statement, 
‘Thus, it can be said there was no proof that General Motors relationship 

City Lines companies prevented competitive manufac- 
turers from selling their product.” National City only bought from 
GM because their product was superior. 


' 
with National 


l 


Contrary to the witness’ statement, National City Lines-General 
Motors partial requirements contracts were not illegal. 





Inserted at this point in the record a statement prepared by Mr. Kyes 
in regard to GM’s contribution to the motor coach industry. 

Inserted at this point in the record a statement relating to the Frigid- 
aire Division and the development of electric refrigeration. 

Mr. Cyrus R. Osborn read a letter sent to Senator O’ Mahoney by 
Mr. Armington, general manager of the Euclid Division. 

Submitted a schedule of equipment discussed during previous hearing 

which shows the shipments of engines by make used on each type of 


equipment manufactured by Euclid during the first 9 months of this 
vear. These figures indicate that on the predominant volume of our 
equipment, Euclid offered the same choice of GM and competitors’ 
engines as it did prior to the acquisition by General Motors.” Where 
the customer made a choice of engines, he chose the GM diesel engine 
on 65 percent of the units. It was also noted that “only 23 percent 
of the equipment shipped by Euclid during this period was of new 
models on which Euclid had standardized for mass production purposes 
on the General Motors engine.”’ 

The GM engine was chosen for standardization because it is the one 
most customers prefer; it has proved better than competing engines. 

Another manufacturer of earth-moving equipment who offers his 
customers a choice of engines said the GM diesel was preferred in 81 
percent of his sales. 

Mr. Burns asked if evidence presented ‘‘might justify someone fairly 
in inferring that the market was being taken over by General Motors 
Corp. for the engines to be used by the Euclid division.” 

The statement he had made in the earlier hearing had been based on 
the facts available at that time. 

Mr. Osborn then placed in the record a statement on Electro-Motive 
division and background on the development of diesel power. 

When GM entered the diesel field, the old-line manufacturers ‘‘vir- 
tually enjoyed so-called captive markets with individual railroad ac- 
counts.”’ Because of this dominant position, Mr. Osborn said: “It is 
a fair inference that they were so presumptuous as to believe that no 
newcomer could possibly upset their dominant position; they were large 
industrial companies; they had adequate facilities to design and build 
any type of locomotive that the railroads required, and they had the 
finances to carry out any program they desired.” It is their belief the 
old-line manufacturers would have stayed with steam if a newcomer 
had not stirred them by developing diesel. 

“Tn contrast with the reasons for General Motors dominating position, 
as stated by its competitors, actually the greatest competitive advan- 
tage the Electro-Motive division of General Motors enjoyed was the 
attitude of its competitors.”” They seemed to believe GM was crazy. 

During this early development period, ‘‘Baldwin, American, and 
Lima were building steam freight locomotives and even in 1946 were 
introducing new models of steam locomotives which they claimed would 
out-perform the diesel * * *.” 

‘“* * * These were the manufacturers who would have you believe 
that they were the leaders in diesel locomotive production but had lost 
position only because of unfair advantages accruing to, or taken by, 
General Motors.” 

They believe it not to be true that GM has been given orders for 
diesel locomotives because of their tremendous railroad traffic, as had 
been stated by previous witnesses. 
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Klectro-Motive competitors had stated ‘“‘that General Motors received 
unfair advantage during World War II under War Production Board 
allocations,’ but he explained that “when World War II started General 
Motors was the only company with a proven freight locomotive in pro- 
duction. For this reason, we were confined to road freight power and 
all others were limited to the production of switcher power.” Cited 
figures showing their percentage of total business declined during the 
war. 

“Thus, General Motors’ lowest position in the industry was actually 
during the war vears under Government regulations, as contrasted to 
the years when free and open competition determined sales.”’ 

GM had no representatives on the boards of Defense Transportation 
Authority or Transportation Equipment Division of the War Produc- 
tion Board, but ‘3 of its 4 competitors furnished an industry repre- 
sentative for one or the other of the 2 Boards,”’ 

Competitors had said that GM’s “ ‘head start’ provided an advantage 
which proved to be almost an unsurmountable obstacle in obtaining a 
fair share of the business after World War IT.” However, “Excluding 
the war period, when under Government regulation, Electro-Motive 
made no switchers, all competitors in the switcher field, with the excep- 
tion of Fairbanks, Morse, were, from the very beginning of the diesel 
locomotive business on an equally competitive basis, through the avail- 
ability of a full line of yard switchers.” 

Electro-Motive locomotives have performed so satisfactorily that 
some railroads have asked them to replace competitive engines with 
GM diesels. 

Inserted in the record exhibits pertaining to the foregoing statement 

Mr. Charles G. Stradella presented a statement relating to the General 
Motors Acceptance Corp. 

“There have been statements inferring that General Motors Corp. and 
other manufacturers have been stimulating the lengthening of terms and 
the lowering of downpayments.’’ An announcement made to GM 
dealers contained the following: ‘‘Well-thinking and experienced dealers 
are aware that no lasting benefit is gained from engaging in any form 
of needless terms sprees. GMAC counsels with dealers to avoid a rash 
of unsound credits and loose terms, yet it is keenly aware that there can 
be no hard and fast rules under prevailing competitive conditions.” 

Reading further from this announcement to the dealers, Mr. Stradella 
said: ‘‘The downpayment problem is somewhat different. GMAC’s 
current experience shows that where downpayments on new Cars are less 
than one-third, repossessions are disproportionately higher, as dealers 
are well aware. 

‘“‘From experience, it is most evident that the purchaser must have an 
investment of sufficient amount to make him want to keep the vehicle.”’ 
However, there will be times when “the credit of the customer will 
warrant an exception in the standard downpayment requirement.” 

Stradella said: ‘‘Up to the time of this announcement GMAC had 
maintained a practice of discouraging any transactions involving less 
than one-third cash selling price as a down payment and a maximum term 
of 24 months. The practical effect, therefore, of the announcement was 
to indicate to dealers that, while GMAC still believed in the one-third 
down payment, there could be justifiable exceptions and that the period 
of payment could be lengthened to some extent. As 30 months terms 
was beginning to be the general maximum in the industry, the dealers 
inferred that such terms, if warranted, would be accepted by GMAC,” 

If a long-term contract fails, and repossession takes place, it is the 
dealer who suffers the loss, not GMAC. However, if the car cannot be 
repossessed but is gone, and if it cannot be found within a period of time 
the loss fallson GMAC. This happens only rarely. 

Presented figures showing the result of this change of policy. 

Even though downpayments have been reduced and eredit terms 
lengthened, ‘‘ During 1955, the record of delinquencies, repossessions and 
losses is lower than in the years 1953 and 1954 when shorter terms pre- 
vailed. Extensions and renewals have also been fewer.” 

Inserted in the record a graph showing consumer credit outstanding. 
In September 1955, automobile paper reached the all-time high of 
$13,929 billion. 
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There are many opinions as to whether the quantity of auto credit 
outstanding is too large or not. ‘‘We in GMAC share the view that the 
amount outstanding is not too large.’’ Gave the reasons for this belief. 

Inserted at this point in the record a graph showing the downward 
trend of savings as a percent of disposable income. Senator O’ Mahoney 
asked if Stradella thought that “if installment credit rises to such a point 
that savings are beginning to be reduced as a result of it, that the danger 


signs are flying? Mr. Stradella believes that installment eredit is a 
form of savings—-that when an equity in an automobile is created that 
is a saving, even though the used car has much less cash value than a 


new one 

Inserted at this point in the record a document entitled, ‘‘A Merchan- 
dising View of Current Time Sale Trends.” 

Mr. Stradella said: ‘There is evidence that the trend toward lower 
downpayments and longer terms has been arrested. We feel, therefore, 
as we meet today, that the amount of auto credit outstanding is not 
excessive and that downpayments and terms of GMAC are on a sound 
basis and that this condition should continue.”’ 

In dealing with the cost of money to GMAC as compared to other 
sales finance companies, he said: ‘“GMAC has a much higher proportion 
of medium and long-term debt than other sales finance companies. This 
is due to the fact that the short-term money market has very definite 
limits. The result is that annual interest costs of GMAC are higher 
than those of its principal large competitors and not much lower than 
those of some of the smaller ones * * *.”’ It is unable to obtain interest 
rates that are not also available to companies like CIT and Commercial 
Credit. 

“With respect to the cost of borrowing incurred by GMAC or other 
large finance companies as compared with those of the United States 
Treasury, GMAC ean say without reservation that at any given time 
and with a comparable type of borrowing, it cannot borrow as cheaply 
as the United States Treasury. At any given time, there is always a 
differential in favor of the United States Government.” 

Inserted at this point in the record a table entitled ‘‘Money Market 
tates (Percent Per Annum).”’ 

The question had been raised in previous testimony as to GMAC’s 
share of sales finance company business, which represents about 53 per- 
cent of total automotive credit extended. GMAC now has about 34 
percent, which is about the same as it was in 1940, “without any allow- 
ance for the fact that the General Motors share of total auto sales is 
higher.”’ 

“Let us’ turn now to the second question, what is the GMAC share 
of the market in which it operates and seeks business (the GM area, 
or roughly 50 percent of the total auto market) * * *. The figure given 
by Mr. Lundell of 40 percent to 50 percent is approximately correct.” 

Sees no reason for concern about a “13 to 1 ratio of capital funds to 
total debt or, as more usually stated, a 5 to 1 ratio if subordinated 
notes are included in the capital base. GMAC has currently $235 
million of capital funds, $35 million of free reserves, and $110 million of 
dealers funds withheld against possible losses, or a total of $380 million 
protecting its receivables.” 

If it were necessary for GMAC to borrow additional money in the near 
future, it would be considered ‘‘that it had a capital and reserve position 
sufficiently strong to warrant further borrowings without increased 
capital funds.” 

There have been inferences that GMAC ean do the things it does 
because GM ownsit. He said, ‘‘We would like to make it entirely clear 
that GMAC stands on its own feet in all areas of operation.’”’ Although 
GMAC may have some advantages because of its association with 
General Motors Corp., it is the feeling that ‘“‘unless these advantages 
were supported by the record of GMAC and its aggressive pursuance 
of sound practices, the association would do it little good in the eyes of 
the parties concerned.” 

Although others have said they have an entree to new dealers that 
other financing companies do not have, Mr. Stradella says that is not 
true. ‘‘The consent decree specifies that General Motors Corp. cannot 
give GMAC notice of new appointments without making the same 
information available to others at their request.” 
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\s to their having lower acquisition costs, he could not say, but he 
did say they maintain a sales force to obtain new business and compete 
against other sales finance companies and banks for the business ; 

“Finally * * * it has been inferred that GMAC gets special consider- 
ation from banks because of General Motors Corp. deposits. GMAC 
supports its own bank credit lines with its own deposits on the same basis 
set by the banks for their best customers, and it reimburses such banks 
additionally for other services rendered. We believe it has no advantage 
at all over other large sales finance companies.”’ 

Inserted at this point in the record a chart showing sales, employment 
and shareholders of GM in relation to national income and gross national 
product, 1920—55. 

Inserted at this point in the record the Fisher Body division’s bid to 
the Army Ordnance Department on 2100 T—48 tanks. 

Inserted at this point in the record a statement of Raymond B. 
Dickey, of Danzansky and Dickey, general counsel, National Inde- 
pendent Automobile Dealers Association, the ‘“‘so-called nonfranchised 
dealers.’’ The statement opposed any proposal granting exemption 
from antitrust laws allowing automobile manufacturers ‘‘to put clauses 
n their franchise agreements providing that their franchised dealers will 
not resell new automobiles except to the public and other authorized 
dealers.”’ 

Mr. Burns, addressing himself to Mr. Curtice, said the questions he 
would ask should be considered “‘in the sense in which they are being 
asked, which is to have a case study of a particular corporation in order 
to determine what the economic factors may be, and if they can be 
determined with any degree of accuracy, they will serve as a guide for 
studying other large corporations and, perhaps, result in some conclusions 
as to what the policy should be.”’ 

He then asked why it is necessary for GM to be as large as it is from a 
standpoint of economic efficiency Mr. Curtice replied, ‘‘It is necessary 
for the corporation to be as large as it is because we have grown through 
technological development.” 

It does not have to be large to be efficient, but GM has grown ‘‘throug! 
efficiency, through technological development, through advanced engi 
neering.” 

There are benefits to the economy and to the consumer because of the 
things that large companies can achieve. For example, the develop 
ments of the diesel and the refrigerant, freon 

If the locomotive divisions were separated from GM and operated 
independently, ‘‘they would be denied the great value of the continuing 
efforts of our research department, which is a very large activity, con- 
stantly working on materials, the diesel engine and the locomotive as a 
complete unit * * *.”’ They would lose the benefits of advanced 
engineering, central office guidance, the ‘‘assistance rendered by all of 
the staffs which are set up in our central organization structure.” The 
manufacture of diesel locomotives is not large enough to maintain the 
kind of research staff that is made available to them through the central 
research staff. 

If the Frigidaire division were separated from the corporation, it would 
be deprived of the same benefits the locomotive division would be. And 
if Freon had not been developed, ‘“‘there might not have been universal 
use of refrigeration in the form that we know it today.” This refrigerant 
was made available to other members of the industry as soon as they came 
into the industry. 

Freon was a product of GM research; ‘‘maybe another similar and ad- 
vanced product will come from the research tomorrow or next year which 
will take the place of Freon.” 

Mr. Burns: ‘“‘With respect to styling, do you feel that you could not 
take a group of the stylists from your styling division, place them in 
the household appliance section and they could perform efficiently there 
without any loss of the benefit of the views of whoever happens to be 
in charge of styling’? 

Mr. Curtice: “It just happens to be that there are not so very many 
people whom we know in our industry, in General Motors and in all of 
the rest of the industry, who are outstanding stylists.” 
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There are many other developments in process in the household equip- 
ment field which make it more efficient for that division to stay within 
the corporation. : 

They would not want the earth moving equipment division separated 
from GM—they have had it but a short time. They have designed and 
developed a crawler tractor which, they have been told, cuts in half the 
cost of earth moving. Euclid was not working on these machines prior 
to their acquisition by GM. 

Mr. Burns inquired ‘‘from the standpoint of economics, what necessity 
there was for General Motors to acquire Euclid if it had sufficient 
resources, technical skill, finances, etc., to produce the same kind of 
equipment.” Mr. Curtice told him it “was not necessary. It was a 
better solution, since the seller was eager to sell.’”’ Euclid had wanted 
to round out the line “in order to have good representation in the field 
to sell to the ultimate customer.” 

Mr. Burns then asked “‘if any of these operations were Separated from 
General Motors, would General Motors Corp. be less efficient?’ Mr. 
Curtice reiterated what had been said previously—‘‘that we do not stay 
in any activity, as the record shows by our dispositions, after we feel 
that we cannot make a reasonable contribution in that field, and so 
it is with any of these activities. 

‘‘We do not stay in them just for the profit * * *. 

If these other divisions were separated from GM, the operation of the 
automotive divisions would be no less efficient. 

They have no set formula for determining if they should stay in a 
particular field or not. 

It is better for the car divisions to be operated under one management 
because ‘“‘they get all the benefits from the general staff, the research, 
the advanced engineering * * * The styling is of great importance, 
very great * * * and, of course, the distribution, the personnel, and all 
of the activity that we have in the central office is contributing import- 
antly to each one of those divisions.” 

Also, the body tooling, which is used for more than one make of car, 
is so very expensive that it would cost the divisions much more to foot 
the bill individually. Not too many parts from the parts division are 
used in more than one car line, however. 

Mr. Burns: “Speaking purely theoretically, would it be more econom- 
ical if all automobiles were manufactured under one management so 
there could be complete exchange of facilities and research?”’ 

Mr. Curtice: “Well, again I do not think that the size, as such, pro- 
duces that end result that you are looking for.” 

Not size but organization would be the major factor in determining 
if a volume point were reached beyond which little or no further economic 
advantages would be gained. 

General Motors has 621,000 employees and some 540,000 shareholders. 
More than 60 percent of these stockholders own 50 shares or less. 

In regard to the possibility of divoreement of GMAC from GM, 
Senator O’ Mahoney said it could be done by distributing GMAC stock 
to GM stockholders, thus the people who hold stock in GM would run 
GMAC as an independent enterprise. This was done in the Standard 
Oil case. 

Senator O’Mahoney had been concerned about whether an economic 
state like GM, ‘‘which operates not only in every State of the United 
States but in Canada and some 17 other countries * * * should not 
put the magnifying glass upon its own operations and see whether or 
not the time hasn’t come for General Motors to say, ‘Well, we are not 
going to go into any more businesses that affect local free enterprise.’ 

Even though Chevrolet is the largest volume line, it still would not 
operate as well independent of General Motors, for the reasons men- 
tioned before. 

It would be economically feasible for Chevrolet to have its own staff, 
but it would have to be built up over a long period of time. It would 
be “a staggering undertaking.” 

Integration is more important than size; ‘“‘the size has nothing to do 
with the ability of a company to compete successfully” in the automo- 
bile industrv. 
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When building a new assembly plant, they do not consider from a 
technological standpoint what the optimum size of the plant should be, 
but “what the market requirement would be for that plant to serve.’ 

Costs of assembly vary among plants of standard volume 

Mr. Burns asked if the test of efficiency ‘“‘would be the ability of 
agement to learn and perform the skills necessary to operate lar 
industry in order to make a satisfactory return on investment.”’ 

Mr. Curtice said: ‘‘That is certainly it, but we have to do better than 
that because each year we must have something, either greater value or 
lower price, for the customer. We must have some advance in wages 
for the employees; and we should be able to return to our shareholders 
what may be considered a fair rate of dividends ss 


man- 
ge-scale 


Outlined criteria used by the corporation to evaluate 


performance of 
managers of the divisions. 

GM has a public relations staff of about 200 people spread out in var- 
ious cities around the country. 

They have a representative in Washington, but Mr. Curtice believes 
they do not contribute to any organizations whose purpose it is to influ- 
ence legislation at either the Federal or the State level. Nor do they 
currently contribute to any economic or political research organization 

The factory-dealer relationship in the automobile industry makes 
necessary the franchise type of sales agreement because “‘it represents 
quite a different relationship from a contractual relationship under 
which you would name a quantity that the seller will sell, and name a 
quantity that the dealer will buy over a period of whatever the period 
may be.” It is his belief that “the automobile contract is more of a 
personal contract between the seller and the buyer.”’ 

They also have, generally speaking, the same kind of sales agreement 
in the household equipment industry and the earth-moving equipment 
industry. In the household appliance field, it is the same type of rela- 
tionship. “In the off-the-highway vehicle business, it is a little bit too 
early for me to say that that is the best suited kind of an agreement or 
if there issome other.’’ Improvements have been made in the past and 
will no doubt continue to be made. 

E:ven though the dealers’ profits are going down while those of GM are 
going up, the dealers’ net worth has increased; ‘‘they are in a very strong 
net worth position, and I would say very liquid. And that in itself has 
an important effect upon the return.” 

He pointed out that “the dollars of profit for the first 9 months of 1955 
were $414 million. So that the return any way you calculate it is a very 
substantial return.” 

Mr. Burns then asked, ‘‘In view of the increase of profit margin above 
the rate which you aim for, wouldn’t a reduction in price of the cars to 
the dealers—that is, the price they pay—allow them to have a better 
rate of return on this investment?” 

Mr. Curtice said it would not, because a reduction in price would be 
from a suggested list. Explained how it worked. 

Any change in the list price ‘“‘would not affect the discount from the 
list price which * * * averages 25 percent to the enfranchised dealer. 
As a matter of fact, any reduction of price would make his actual dollars 
fewer.”’ 

Dealers had testified that they were required to falsely register cars 
which had not actually been sold. Mr. Curtice said it had been done, 
but he does “not condone that practice. I do not think it will be re- 
peated as far as General Motors divisions are concerned.” This prac- 
tice had been abandoned quite a while before. 

Frederick J. Bell, executive vice president, National Automobile 
Dealers Association, made a brief closing statement. Said he was happy 
to hear Mr. Curtice state that GM does not condone false automobile 
registration. Realizing that there are many problems in the industry, 
NADA stil! would think it “highly improper’’ to sit ‘‘as the third party 
at a bargaining table between any manufacturer and his dealers.’’ Be- 
lieves they should get out of the area of factory-dealer relationships as 
quickly as possible. 

Would be much better for representatives of the manufacturers to 
sit down with the dealers and work out their problems together 
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While GM representatives have testified, he has heard much about 
technological advances but very little “about the philosophy of the world’s 
largest corporation in the field of dealer relations and human relations, 
except to point out the profit figures of some dealers.”” Making money 
does not necessarily make the dealer happy; his main concern is ‘‘the 
conditions of the working agreement between himself and his manu- 
facturer.”’ 

‘“* * * what the members of the retail automobile industry want, 
including General Motors dealers, and the rest, is simply more than lip 
service; they do not like to be called independent businessmen when 
they certainly are far from it.” 


A STUDY OF THE ANTITRUST LAWS 


FRIDAY, DECEMBER 9Q, 1955 


Unrrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., in room 
424, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’Mahoney. 

Also present: Joseph W. Burns, chief counsel, Donald P. McHugh, 
assistant counsel, and Paul H. Banner, economic consultant. 

Senator O’Manoney. Are you ready to proceed ¢ 

Mr. Burns. Yes, Senator, we are ready. 

Senator O’Mauonry. Before you begin, Mr. Burns, I want to put 
in the record a statement from Lester A. Malkerson, 23 North Ninth 
Street, Minneapolis, Minn., who is a present owner and operator of 
the Malkerson Sales, Inc., an Oldsmobile dealership. 

Mr. Malkerson came to this committee room 2 or 3 days ago, listened 
to the testimony, and asked permission to testify. 

I told him that it would probably be difficult for him to have time 
since we were trying to finish by Friday, but that if he would prepare 
a statement, I would be very gl: id to put it in the record. 

Mr. Malkerson is one of the happy dealers of whom Mr. Curtice 
has spoken. So his statement is now going in the record. I hand a 
copy to Mr. Curtice. 

Mr. Curtice. Thank you very much, Senator. 

(The statement of Mr. Lester A. Malkerson is as follows:) 

My name is Lester A. Malkerson, 23 North Ninth Street, Minneapolis, Minn. 
I am the owner and active operator of Malkerson Sales, Inc., an Oldsmobile 
dealership. 

It is a pleasure for me to file this written statement with the Senate Judi- 
ciary Committee. I might add at this point that I would have preferred to 
testify orally and to be questioned by the committee on this matter. It is my 
understanding that the express purpose of the hearings is to conduct a study 
in an effort to determine how General Motors has arrived at its position. Also 
inherent in the study is the question as to whether or not General Motors is 
presently an economic threat to our Nation’s economy as a result of its dynamic 
growth in recent years. 

At the outset I should like to state that I have followed the proceedings of 
the committee through the press accounts. It is my feeling that the reports 
coming out of the hearings present a distorted picture of General Motors dealer 
relations. I have a great respect for the committee and its staff. I assume 
that a thorough and objective study was made before the hearings began. It 


has been brought out that there are approximately 17,000 General Motors dealers 
in the Nation today. 


So far the committee has heard from only a handful of dealers who have 
testified adversely on the franchise agreements they have with the company. 
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All of these dealers have voiced some degree of dissatisfaction with their 
relations with General Motors. 

When I first read that this study would be held by the committee, I assumed 
that a representative cross section of dealers would be called upon to testify. 
I did not receive any invitation to appear and when I volunteered on my own 
responsibility, I was told that there was no available time, but was requested 
by the chairman to file this statement instead. 

I am operating under the terms of a 1 year franchise agreement with the 
company and have been so operating for the 10 years I have been a dealer. 

I made my decision to go into the automobile business 10 years ago. At that 
time I was engaged in servicing automobiles and selling tires. I am frank to 
state that I had two makes of automobiles in mind when I decided to go into 
business. Oldsmobile was one of the makes. However, at the time I was much 
more inclined to take on the other make of car, which I will call X. 

I had made application for dealership with Oldsmobile and the X factory. 
I went to Detroit to visit the two factories. 

I first went to the X factory. I was greeted cordially and told that they 
would like to have me as one of their dealers. There was not much said about 
how the job should he accomplished. There was no extensive advice or counsel 
given tome. Frankly, it was about like buying a few barrels of oil. 

I then went to the Oldsmobile factory. Here again I received a cordial 
greeting. But I was presented with a strikingly different approach which swayed 
my judgment and caused me to cast my lot with Oldsmobile. 

There was a thorough discussion of the proposed franchise. The sales man- 
ager had a file on me personally. He had photographs of our building. There 
were drawings suggesting ways to improve it. He had a traffic count of cars 
going by our building. We went into great detail as to profit possibilities and 
how they would be in a position, through monthly analysis of my operating 
statement, to give me advice and guidance. 

To me who was going into a new business venture, this type of approach 
was impressive and I decided to take the Oldsmobile franchise. 

You might be interested to learn that I have held my franchise continually 
during the past 10 years and have enjoyed not only a happy and profitable rela- 
tionship with General Motors, but I have received a good deal of satisfaction in 
building a profitable business. The franchise which I originally favored has 
changed hands three times during the same period of time. The other make of 
ear in prewar days outsold Oldsmobile in Minneapolis and nationwide. Today, 
they are way down the list. In my own business, we will sell some $7 million 
of cars and service this year, and we are just 1 of 3 Oldsmobile dealers in 
Minneapolis. 

It is my own personal feeling that the General Motors sales divisions, through 
its help and guidance, has been to a large degree responsible for the success 
of the dealerships handling their products. 

I don’t doubt that there are some inequities in the agreement with General 
Motors, just as there are in any agreement existing between or among the 
parties. I have been in business for some time and I haven’t yet seen the 
perfect contract or agreement. 

We know that General Motors has set up a dealer council and a division 
dealer council. Various dealers sit as members of these bodies. The purpose 
of the councils is to constantly review the dealer relationships and franchise 
agreements as well as to consider the vast number of problems which face both 
the dealer and manufacturer in today’s economy. The councils are designed 
to build more satisfactory dealer relations. 

I have noted with interest testimony that has led me to believe that some 
dealers had to sign up for a given number of cars per year. I want to say 
that we purchase our cars once a week. We sign an individual order on every 
car we buy. I know of no case where dealers must sign a contract specifying 
that they must buy a certain number of cars. 

It has also been alleged in some testimony that the factories were causing the 
poor finance terms by putting pressure on the dealer. The factories do not set 
the terms. In most cases; the dealers make their own finance terms with the 
customer and endorse and sell their paper. You will recall all the telegrams 
and letters you received from auto dealers a few years ago for the removal of 
regulation W. In my opinion, if there is loose credit, the dealers themselves are 
to a large extent are responsible. 

Today, it takes a great amount of capital and alert management to success- 
fully run a dealership. A good dealership is not built overnight. It is a hard 
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ib, requiring long and tedious hours of work with very little vacation and 
travel for pleasure. 

When a dealership is poorly or inefficiently run or when it becomes unsound 
economically, there will be a change in dealers. In some instances, the dealer 
himself will sell out or close out and move into other areas. In other cases, 
the factory will cancel franchises for cause under the provisions of the agreement, 

If Oldsmobile were to become dissatisfied with me as a dealer, I would rather 
1ave them cancel me out, with the rights and protection I have under the fran- 
hise, than have them put in another dealership one block away or across the 
street which they can do. 

I think we should also realize that we have moved into a highly competitive 
age in all lines of goods and merchandise. This is brought very forcibly to my 
ittention when I view television or listen to radio and compare today’s adver- 
tising with that which we knew just 5 years ago. However, we also must 
recognize that it has been this same kind of free and open competition which 
has given to our country the world’s most dynamic and successful economy. 

History will show that when competition becomes keen and consumer demand 
and factory output are both heavy—that dealers in every field are tempted to 
zo to their trade associations and ask them to turn on legislative heat to alleviate 
‘competition. 1 understand this very well and have seen it happen many times. 

I also know that if Congress should decide to legislate, it would write legis- 
lation affecting not only the automobile manufacturers, but many other industries 
as well. If this would happen, then these same dealers who have testified before 
your committee would reappear and protest that the Congress had placed the 
commerce of this country into a straitjacket. They would then plead most 
eloquently that we need more competition and less Government control. 

If after reading this, the committee should desire me to appear before it, I 
would gladly do so. 

Senator O’Manoney. Mr Burns, will you proceed. 

Mr. Burns. I think Id like to have at the table as witnesses Mr. 
Hufstader, Mr. Skinner, and Mr. Roland 8S. Withers. 

Mr. Withers, will you state for the record your present position 
with the company, how long you have had it, and then what your 
history has been with the company. 

Mr. Wirners. I am general manager of the United Motors. I 
was given that position on April 1 of this year. Previous to that I 
was with AC Sparkplug for 7 months as advertising, sales-promotion, 
and merchandising manager. Previous to that I was director of 
customer research, survey of business, for 7 years. 

Mr. Hogan. Senator, we would like to read this morning pages 
3 to 10 of our parts statement. 

Senator O’Manoney. Yes. 

Mr. Hogan. The balance of it we do not intend to read, but we would 
like to have that filed as though all of the statement was read. 

Senator O’Mauonery. Those pages which you desire to read will be 
read, and those which you desire to skip, with the objective of econo- 
mizing on time, will be printed in the record as though read. 

Mr. Burns. Mr. Hogan, I will have questions with respect to Scho- 
field and at that time if you wish to have that read or part of that read, 
because I will be referring to them, why, we can do it that way. 

Mr. Hogan. All right. 

Mr. Burns. Now, Mr. Hufstader was reading, and since he and Mr. 
Skinner deal with the accessories and parts, either one may continue, 
Mr. Hufstader or Mr. Skinner, whoever you wish to have, because I 
will be asking questions. 

Mr. Skinner. I will continue. 

Mr. Hogan. Mr. Skinner will continue. 


Mr. Sxinner. General Motors distribution of replacement parts. 
I 
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General Motors considers the broad distribution of its automotive 
replacement parts to be essential to the effective servicing of its prod- 
ucts. Distribution has been planned with the objective of making re- 
placement parts available to its owners wherever they may choose to 
take their cars and trucks for service. 

Testimony has been given the committee by Mr. Edward J. Per- 


reault and Mr. Harold T. Halfpenny that 


the main responsibility on older parts, believe me, gentlemen, falls with the 
independent manufacturer and wholesalers. 

General Motors challenges that statement and wishes to emphasize 
that we have a A ORY, to the owners of General Motors cars 
and trucks as long as there is a demand for replacement parts to fit 
any year model. 

General Motors stocks 187,000 replacement parts. Of these, 51,000 
are fast and medium moving and are generally of the type the inde- 
wee nt parts manufacturers and wholesalers choose to supply. The 

balance, or 156,000, of the parts are very slow-moving items which 
we are obligated to carry in order to re mnder service to our customers. 
They are stocked only at the factory warehouses and as a group have 
a turnover rate considerably less than once a year. 


Mr. Burns. Mr. Skinner, with respect to the 187,000 repli acement. 


parts, are those for various year models for all different divisions 4 

Mr. SKINNER. Yes. 

Mr. Burns. For how many years back do you have parts available ? 

Mr. Skinner. I cannot give you the exact vear; I did not look that 
lp. 

Mr. Burns, Is there any policy as to— 

Mr. SKINNER. No, there is no polic y. We have to keep them as long 
as there isa real need. We try to anticipate that by making a lifetime 
run of certain parts. 

Mr. Burns. Now, with respect to parts purchased from independent 

suppliers outside of the corporation, do you stock those parts indefi- 
nitely for replacement purposes ? 

Mr. Skinner. We certainly do not stock them indefinitely. 

Mr. Burns. Then for how long a per ite do you stock them ? 

Mr. SKINNER. Just as long as we stock the other parts, all parts for 
that particular model. 

Mr. Burns. Well, how far back do you go with respect to any par- 
ticular car in having parts available for replacement purposes? Just 
give me an illustration of the kind of part you keep and how many 
years back you keep it. 

Mr. Skinner. Oh, we keep one for 10 years. 

Mr. Burns. Well, now, we used fenders the other day, and if that 
is an apt illustration, we will continue with it, if not you choose some 
other one, but would you have some fenders available for Chevrolet 
that was put out 10 years ago? 

Mr. Sxinner. I imagine there would be some. 

Mr. Keatina, Yes, there would. 

Mr. Burns. Mr. Keating answers “yes” for that. 

Would you have a fender for a Chevrolet that was put out 20 years 
ago? 

Mr. Skinner. Are you directing that to me? 
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Mr. Burns. Mr. Keating is here; he probably would have better 
knowledge of it or anybody in the room who has knowledge of it can 
answer. 

Mr. Skinner. I have already answered, Mr. Burns; it apparently 
was not satisfactory to you. 

Mr. Keatina. Yes, I think we would go back 20 years. 

Mr. Skinner. And I am not prepared to give you any exact dates, 
but it is a good many years. 

Mr. Burns. Well, of course, the question of how long a need remains 
is difficult to ascertain because you :% not know how many are on the 
market, and I assume that you have adopted some policy which you 
consider was a reasonable length of time to have certain types of 
parts available. 

Mr. Skinner. The policy is to take care of people who own the car 

long as the cars are running until they are scrapped. 

Mr. Burns. We hear about cars 20 and 30 years old on the road. 
I was simply trying to find out how far back you keep those parts 
that are manufactured by the divisions available for replacement. 
You say there is no such policy : 

Mr. Skinner. That is correct. 

Mr. Burns. The reason I ask is because you make the statement 
at the bottom of page 3 that General Motors has a responsibility to 
the owners of General Motors cars as long as there is a demand for 
rep lacement parts to fit any year m odel. That type of |: inguage Means, 
f it were used in the selling agreeme a it would bind you indefinitely, 
and we assume you were not using this language in that manner, but 
sing it as a general statement of policy. 

Now, with respect to parts which are purchased from outside 
sup ypliers, how long do you keep them in your own stock in order to 
upply the replacement market ? 

Mr. Skinner. As long as there is the demand for them. 

Mr. Burns. Well, when you change the parts for any particular 
model, I mean any part of the car, whether it is a door handle or 
generator or any other part so that vou are using a different one in 
the next model, do you at that time buy from the independent sup- 
plier who has furnished such produc ts to you a quantity which you 
keep on hand or do you depend upon buying from him annually for 
the purpose of replacement during the current year? 

Mr. Skinner. We do both. Sometimes we make an arrangement 
with him, knowing what the part is, and what the probable life re 
quirement is, and run off that amount. If that is too big an inventory 
to pile up, we would arrange with him to retain the tools which he 
used originally for furnishing the original equipment parts as well 
as the replacement parts of his requirement, and make runs from time 
to time, as they are ordered. 

Mr. Burns. Does General Motors assume any obligation with the 
independent supplier with respect to having those parts or the ma- 
chines and tools available to make those parts available for any period 
of time? 

Mr. Skinner. I don’t know what you mean by obligation. I have 
just described the type of agreement or arrangement that the pur- 
chasing people would make with him, as the supplier, to take care of 
the demand for that particular part. 
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Mr. Burns. You purchase several thousand different parts from 
outside suppliers, many of them very small, which are not made by 
General Motors at all, do you not? 

Mr. SkInNER. Oh, yes. 

Mr. Burns. And the statement has been made that most of those 
are designed to fit the particular model car for which they are pur- 
chased originally; is that right? 

Mr. Skinner. All of them are, with the exception of what you 
might call standard hardware, such as bolts and nuts and washers, 
and that type of equipment. 

Mr. Burns. And roughly, how many independent suppliers of parts 
which are not made at all by General Motors do you have ? 

Mr. Skinner. I couldn’t answer 

Mr. Burns. Eliminating the standard parts. 

Mr. Sxrnner. I couldn’t answer that for all of General Motors; I 
haven’t any figure. 

Mr. Burns. Only the car divisions, of course, that is all I am talking 
about. 

Mr. Skinner. I gave you a figure yesterday on the Hydra-Matic, as 
a typical example, of 202 individual suppliers out of 450 parts used 
in the transmission. 

Mr. Burns. With respect to these 202 outside suppliers, do you 
have arrangements with them to continue to keep available the 
machinery and tools to make parts, or is that something that they do 
on their own accord ? 

Mr. Skinner. No. Naturally, we have to make such arrangements; 
we have to know where we can get them. 

Mr. Burns. But it is the independent supplier of the part that has 
to keep the tools and machinery available and, in most cases, stop the 
parts if the machinery is dismantled ? 

Mr. Skinner. I think I could show you with a very simple example 
exactly what that situation is. 

Mr. Burns. Suppose you do it. 

Mr. Sxrnner. I would like to do that. 

We have a chart. The chart is merely presented to show to those 
who can understand this type of drawing, the multiplicity of parts— 
I have already given quantities yesterday—and to call attention once 
more to the fact that there are 202 suppliers, outside suppliers. 

Out of the 202, 39 only of that number felt it necessary to go into 

what you would call the independent parts distributing channels. 

In other words, those parts were being distributed through our 
service channels. They were tooled and equipped and producing 
those parts, both for the original equipment and for the service require- 
ments. 

The only other parts that would enter into that picture would be 
these eight parts which I enumerated yesterday. I just hold them up 
to show the general type. 

These are parts which certain independent suppliers have chosen 
to tool up and equip on their own, in order to capture a certain amount 
of the replacement market. 

Mr. Burns. Well, those are the parts. The point I am interested 
in ic endniag is to what extent those independent suppliers have the 
responsibility, as Mr. Halfpenny stated, of supplying to the public 
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parts which they have made for the older model cars. As I under- 
stand your testimony, the independents do have that responsibility 
of keeping those parts which they have made available for the public. 

Mr. Skinner. Yes, I just wanted to make a distinction between the 
two groups of independent suppliers. One, who started in as the 
supplier for the original equipment as well as the replacement parts, 
and a few who go in independently on their own, without any con- 
nection with us, without any sponsorship or any obligation either 
way. They just go in and take their chance that there is some market 
there and that they can sell these pieces 

Mr. Burns. Would you say then th: ut generally those independent 
manufacturers who supply original equipment have the responsi- 
bility of maintaining for a reasonable length of time a part for dis- 
tribution to the consumer for older models ¢ 

Mr. Sxryner. Their responsibility is to supply us with those parts 
as they are demanded by the field requirements. 

Mr. Burns. Is it to supply you or to supply the customer? 

Mr. Skinner. I am sorry, Mr. Burns. 

Mr. Burns. These parts appear in most instances, I am not sure 
of this, but they appear in most instances to be sold through inde- 
pendent channe is as well as through General Motors for replacement, 
so that it would not be just a question of selling them to General 
Motors. 

To the extent that those parts are distributed, at least to the inde- 
pendent garages, it would be the direct responsibility or direct burden 
which that independent manufacturer has assumed and carried out. 
Is that not so? 

Mr. Skinner. Well, there may be some confusion on my part as 
to the real meaning of the responsibility but I refer again to the fact 
that if only 39 of the 202 parts on the Hydra-Matic are now made 
available through independent channels, the balance of the 202 parts 
are made available through our service parts distribution system. 

Mr. Burns. Yes, but there are many others parts of the automo- 
bile which I think they refer to as an assembly, where the whole assem- 
bly comes from some outside supplier, and then you have things like 
the wheels which come from outside suppliers. Do they not assume 
the responsibility of having those available for the public after the 
current model has been ch: inged ? 

Mr. Skinner. So far as I know, the responsibility is all ours for 
making sure that our parts are out in the field and we buy those parts, 
or make them. 

Mr. Burns. But you don’t have any particular period of time for 
which you have that cunpealiliee! q 

Mr. Sxrnner. Yes, as long as the life of the particular model, and 
if that goes beyond reasonable limits—in other words, beyond the 
economical point of storage—and if we have made a decision that 
that model is completely run out, we carry out our responsibility by 
making some parts by hand in the various service parts of the car 
division. 

Mr. Burns. You may proceed with the statement. 

Mr. Skinner. For many years replacement parts have been dis- 
tributed through two channels, namely, the dealers of the car and 
truck divisions and the warehouse distributors of the United Motors 
Service and AC Spark Plug Division of the corporation. 
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The car and truck dealers serve both a retail and a wholesale func- 
tion. They sell at retail directly to car owners through their own 
service shops. ‘They also sell at wholesale to the general repair trade, 
such as garages, fleet users, and independent service stations. 

T oe warehouse distributors sell at wholesale directly to the general 
repair trade. Some also sell to jobbers. These jobbers supplement 
on a local basis the wholesaling functions of the warehouse distribu- 
tors. This is termed “redistribution” and in United Motors applies 
only to batteries. In AC Spark Plug, it applies to all lines. 

Mr. Burns. Before you proceed, 1 want to ask you about the third 
paragraph on the page where you say that the car and truck dealers 
sell retail directly to car owners and also to wholesalers. 

Are you talking about the present plan and has that been changed in 
recent years from the practice which had been in vogue / 

Mr. Skinner. I think if you will permit me to read the next two 
paragraphs, that will be clarified. 

Mr. Burns. All right. 

Mr. Skinner. General Motors dealers and distributors handling re- 
placement parts are located in over 7,900 communities in the United 
States, and obtain GM replacement parts from over 90 field ware- 
houses. 

For many years General Motors has encouraged its dealers to make 
our parts more widely available to the owners of General Motors 
cars and true Ke by wholesaling to the garages and gasoline stations 
to which many such owners go for service work. Over the years that 
same purpose has predominated but the plans for achieving it have 
been modified. The latest modification was made effective on Jan- 
uary 1, 1954. 

Mr Burns. I would like to discuss the system which was in effect 
before the change was made, if this be an appropriate place. Is this 
un appropriate place to do that? 

Mr. Skrnner. Let me read one more paragraph. 

Mr. Burns. Go ahead. 

Mr. Skinner. The current plan was designed to broaden the avail- 
ability of General Motors car and truck parts to a larger number of its 
owners. Parts formerly available exclusively for wholesale distribu- 
tion through the United Motors Service and AC Spark Plug division 
are now made available for wholesale distribution through the car 
and truck dealers. A wide variety of parts formerly made available 
for wholesale distribution only through the car and truck de: aie are 
now made available to the warehouse distributors of the United Motors 
Service and AC Spark Plug division. 

Just to finish this one more—— 

While this plan makes it possible for the car and truck dealers to 
compete at the wholesale level, it applies only to the parts for the 
dealers’ respective cars and trucks. For example, Chevrolet dealers 
wholesale parts only for Chevrolet cars and trucks. Parts for the 
other General Motors cars and trucks are not made available to Chev- 
rolet dealers to wholesale. 

Similarly, parts for Chevrolet cars and trucks are not made avail- 
able to the dealers of the other car and truck lines to wholesale. The 
committee will recall that earlier witnesses produced by the commit- 
tee’s staff have attempted to create the impression that all General 
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Motors car dealers are now fully competitive with independent whole- 
salers. 

Mr. Burns. Now, back on page 4 you are talking about the car 
dealer, and let us just talk about cars so we can have a more narrow 
tield—they sell retail to car owners and also at wholesale. 

Now, is that wholesale part something new or was it always in ef- 
fect / 

Mr. Skinner. Oh, always in effect. 

Mr. Burns. Now, the parts that you were talking about in this part 
of your statement, those manufac tured by car divisions, I would like 
to see if we can separate in our discussion what I believe are three 

ategories of sources of the parts that go into the automobile. 

The first would be the car division or some division of General 
Motors like the Fisher Body, which makes it wholly for the car 

visions. 

The second would be the accessories divisions, where they would 
sell, as has been described here, like an independent company would, 
to various car divisions and also outside directly for replacement; and, 
third, those parts which the car divisions purchase from outside 
suppliers. 

Now, prior to this new plan, how were the parts made by the car 

ivisions distributed for replacement? What was the system ? 

Mir. Skinner. Through the dealers. 

\ir. Burns. Direct 7 Direct ly from the car division to the dealers ? 

Mr. Skinner. Yes, sit 

Mr. Burns. E xcept some may have gone through warehouses lke 
the GM parts division ware ‘houses when the sales were made directly 
bv the « - divisions to the dealer: is that rieht ¢ 

\Ir. Goan. We h: ad wholes: vl} ne dealers, 

Mr. Burns. Whatever ié is, I just want to find out what the sys- 


Mir. Hursraper. It is to sell direct to the dealers, Buick, Olds, 


Pontiac. The GM parts division is not a distributing system; it is 
merely a warehouse cperation for the facilitation of the parts. I 
hink that would help clear it up, Mr. Burns 

\ 


Mr. Burns. Now, the parts, therefore, which were manufactured by 
the car division were sold directly to these dealers; were they also 
sold to independent garage or repair places / 

Mr. SKINNER. By the dealers. 

Mr. Burns. Only | by the dealers, not directly by the car division ? 

Mr. Skinner. By the dealers. 

Mir. Burns. Did you have a system of suggested prices and sug- 
gested discounts for those parts which the dealers resold to inde- 
pendent garages, repair garages / 

Mr. Skinner. I am not aware of any 

Mr. Curtice. Yes. 

Mr. Hursraper. Yes, there was a suggested resale price. 

Mr. Burns. Well, for purposes of illustration, we asked Borg- 
Warner what the pricing system was, and they took a particular part, 
[ think it was part of a clutch disc, but the system was that they 
c re General Motors somewhere between $2 and $3—we have the 
xact figure, but in order not to disclose publicly the exact price that 
was being paid, we used the general figure of somewhere between 
$2 and $3—and that General Motors had a suggested price to the 
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customer of $7.95. When it sold to the dealer, it sold at a discount. 
Then the dealer got a certain discount off that price. 

Now, with respect to that type of procedure, if that dealer, prior to 
your wholesale plan, sold those parts to independent garages, at what 
price did he sell them? Did you have a system or a plan under which 
he sold those ? 

Mr. Skinner. I am going to pass that to Mr. Hufstader. 

Mr. Hursraper. Under the original plan he had a 1214 percent over- 
ride and, of course, whatever price he could sell to the independent 
was his own determination. Under the new plan it was 25 percent. 
It was not, I might say, a new plan. 

Mr. Burns. So with respect to the parts manufactured by the car 
division, the only way an independent garage could obtain them would 
be from a dealer with whom he was in competition in rendering serv- 
ice to the customer ? 

Mr. SKINNER. Yes. 

Mr. Burns. Now, with respect to the parts manufactured by GM 
accessory divisions, and used in a particular car, were those also 
distributed to the dealers by the car divisions? 

Mr. SKINNER. Yes. 

Mr. Burns. Now, is it the policy of the car divisions to distribute 
directly to the dealers not only parts manufactured by the car divi- 
sions, but any other General Motors parts which are used in the 
car ¢ 

Mr. SKINNER. Yes. 

Mr. Burns. In those cases do those accessory divisions also dis- 
tribute the same parts through their own distribution channels? 

Mr. Sinner. Yes. 

Mr. Burns. Either to dealers or to anybody else? They do? You 
say they do? 

Mr. Sinner. Yes. 

Mr. Burns. Is it done both ways with the same part, that an acces- 
sory group sells a part to a car division, that the car division would 
distribute that to dealers, and the accessory group would also dis- 
tribute it to dealers as well as to outside jobbers # 

Mr. Skinner. Through United Motors Service; yes, sir. 

Mr. Burns. Is there some arrangement on the price at which such 
parts are distributed, since they go through two different channels? 
I am just asking for the mechanics; I have no particular example 
in mind. I am just trying to find out what the system is of dis- 
tributing through the car division parts which are also distributed by 
the accessory groups, which make the part. 

Mr. Sxinner. You have, Mr. Burns, in that report which you have 
already looked at, a chart outlining very simply that distribution, 
showing the prices being the same at each respective level of 
distribution. 

Mr. Burns. Well this, I assumed, was under the current plan, that 
that is what the chart was for, and before we discuss that, I wanted 
to understand what the prior system had been so the record would 
show—not so that I individually would know, but the record would 
show—what the differences were and what the reasons for the changes 
were. 
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Well, now, how are suggested prices to the customer determined 


with respect to parts that are sold both by the accessory division and 
by the car division ? 


Mr. SKINNER. Would you repeat that, Mr. Burns? 

Mr. Burns. How are the suggested list prices determined for parts 

which are sold both by the accessory divisions to tle replacement 
market and through the car divisions for the replacement market ? 

Mr. Skinner. Well, they are determined by the car divisions in 
line with the competitive situation. 

Mr. Burns. And then does the accessory division adopt that price? 

Mr. SKINNER. Yes. 

Mr. Burns. With respect to the parts purchased from independent 
suppliers by a car division, were any of those prior to this new plan 
sold through the accessory group for replacement, or were they in all 
instances sold by the car division which was using the original 
equipment ? 

Mr. Sxinner. They were sold through the car division through the 
dealers. 

Mr. Burns. Now, with respect to those parts from the independent 
suppliers which were sold directly to the dealers, General Motors 
had a suggested retail price in the case of this illustration I gave 


pre viously ‘of $7.9 5, and sold to the dealer at that price less a specified 
discount. 


Mr. SKINNER. Yes. 
Mr. Burns. And the independent manufacturer selling that same 
part sold it first to a warehouse, and then he to a jobber, and then 


either to a dealer or to an independent garage man, that would be the 
system of distribution ? 


Mr. SKINNER. Yes, sir. 

Mr. Burns. Now, the price which General Motors received for that 
part would be the same as that received by the other two distribution 
channels of the independent manufacturer—it would receive whatever 
is attributable to the warehouse levels and also to the jobber level, it 
would be performing all of those functions and receiving the compen- 
sation comparable to what the independent warehousemen and jobbers 
received ¢ 

Mr. Skinner. We don’t know what the other independent—— 

Mr. Burns. Well, under the system, doesn’t it follow that if the re- 
tail price was $7.95—— 

Mr. Skinner. It is a similar system, yes; 
about any exact allowance. 

Mr. Burns. You would know what the discount was that Borg- 
Warner was selling? They publish their price list the same as you 
do; do they not? 

Mr. SKINNER. We would know where the jobber handled several 
lines the final price; we could make an assumption, that is the only 
way we would know. 

Mr. Burns. Aren’t there price lists put out by the manufacturer of 
these parts and also by General Motors showing the suggested price 
of all the parts? 

Mr. Sxrnner. Yes; there are price lists. 

Mr. Burns. So you would know what his price was that was being 
paid by any outside garageman for any parts he purchased ? 

Mr. Skinner. Yes. 


but we wouldn’t know 
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Mr. Burns. Now, the reason I am asking these questions is because 
| want to ascertain the interest of General Motors in the replacement 
business from the standpoint of the profits which are obtained by per- 
forming these various functions. You would purchase a part for 
original equipment, in the case of this illustration at about $2.50. If it 
goes through an independent distribution system, the jobber sells it to 
the gvarage for abou! $4 to $4.50, General Motors sells the same part to 
its dealers for the same price. for $4.50, which means a profit on that 
type of item of —— SZ just for distribution. 

Mr. Hogan. What are you asking, for comment on your example, 
or what? IT must confess I am at a loss to follow you on this. Are 
you talking about hypothetical questions? You don’t know whether 
the parts are the same, the price is the same. Is there something you 
want to know about the general plan of distribution? I am having a 
little difficulty following the point of this. 

Mr. Burns. Have you read the testimony of Mr. Robert Murphy 
of the Borg-Warner Co. ? 

Mr. HoGan. Yes. 

Mr. Burns. We may save time, since we have both read it, if we 
can use that as an example. In that we asked him about the price to 
General Motors of a particular part. The part number was given. 
So you have available to you, if you haven’t looked it up, the exact 
price. But for purposes of public record, we said between $2 and $3. 
The replacement price to General Motors was 12 cents more than the 
original equipment. And the retail price was $7.95, with a discount 
to the dealer or to the garage of 25 or 30 percent, whatever it was, so 
that the price being paid was around $4 or $4.50. 

Mr. Hogan. Paid by the 

Mr. Burns. Paid by the dealer who sold it to the customer. Now. 
in the case of the parts which went through General Motors to that 
dealer, General Motors obtained on those parts a profit of the differ- 
ence bet ween ae equipment costs, we will say $2.50, and the price 
to the dealer of $4.50. With respect to the parts which went through 
independent channe Ts the manufacturer received approximately the 
same whether he sold it outside or sold it to General Motors. But 
then the warehouseman, wholesalers, and jobbers each had a discount 
which made up the difference. 

Now, the point which I am endeavoring to ascertain in this line 
of questioning is the importance to General Motors of that profit on 
replacement parts, to ascertain their motive in spreading out this 
plan in order to obtain a larger part of the replacement market. 

Now, having that illustration of Mr. Robert Murphy, I have asked 
with respect to the three lines of products in order to try to develop 
facts for a study by the committee as to the situation competitively 
in each of those lines, 

Mr. Hocan. Well, I follow you up to this point, but I didn’t think 
there was any question but what General Motors is making a profit 
in the replacement market. I thought that was assumed. But where 
do we go from there? That is what I am trying to find out. What 
is the point of the questions? Murphy went on to say that after 
Chevrolet had announced a price, it was a competitive’ item and they 
tried to sell it competitively here, that they made a profit on every- 
thing. And as far as I know, everybody made a profit on it. I still 
don’t see the point you are trying to prove. 
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Mr. Burns. The point is a broad one, not simply whether there are 
profits in it, because we assume that there are profits in every activity 
which any corporation goes into intentionally. The question is 
whether this type of distribution is essential, as was stated when Mr. 
Hufstader was reading from the statement yesterday, that the sale 
of replacement parts and the sale of motor vehicles are inseparable. 

Mr. Hoean. ‘That gets us back to the point of whether we should 
sel] parts. 

Mr. Burns. Well, it gets back to the point as to whether General 
\[otors should be the only corporation to sell parts W hich can be used 
1 General Motors cars. And there is a distinction which we are 
trying to ascertain between those parts which it must necessarily sell, 
since it is the only one who manufactures them, and those which are 
nade by outside suppliers. 

Mr. Hocan. I thought we were just talking about something that 
Borg-Warner supplies and we supply. Iam getting a little confused, 
frankly. 

Mr. Burns. We are talking about all three types of products, but 
n this illustration we are talking about, something which is supplied 
to you by Borg-Warner. 

Mr. Hogan. Is this following the same thing we had yesterday 
afternoon, as to whether we buy and we make, and that our dealers 
ind these jobbers of the other manufacturing independents are in com- 
petition? I thought that that was all assumed. 

Senator O’Manoney. May I interrupt here? 

Mr. Burns. Yes. 

Senator O’Manonry. We are not rehashing. We have before us 
the statement just read by Mr. Skinner. 

Mr. Hoean. Yes. 

Senator O’Manoney. Let me read a paragraph which, to my mind, 
needs a little clarification- 

Mr. Hogan. All right. 

Senator O’Manonry (continuing). And which, if it is clarified, 
will go far to produce the answers which Mr. Burns has been seeking 
to obtain. It is the last paragraph on page 4. Do you have it before 
you, Mr. Hogan ¢ 

Mr. Hogan. Yes, I do. 

Senator O°Manoney (reading) : 

The warehouse distributors sell at wholesale directly to the general repair 
trade. 

Now, I interpret that sentence to mean that the warehouse dis- 
tributors of General Motors, which you have established under the 
new plan, sell at wholesale directly to the general repair trade, which 
means automobile repair shops and garages, wherever they are and 
whatever car they may distribute, or ‘whether they distribute any car 
at all, or not; am I right? 

Mr. Hocan. Suppose that I have Mr. Hufstader clear that point up 
for us. 

Senator O’Manonry. All right. 

Mr. Hocan. We can go bac Kk two paragraphs, where we explained 
different 

Mr. Hurstaper. If you will turn over in this presentation to this 
chart, 3 or 4 pages beyond this— 
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Senator O’Manonry. I have seen the charts. 

Mr. Hursraper (continuing). Right after page 7. Do you have 
it, sir? 

Senator O’Manonry. Yes, I have it. Yes, I have seen it. 

Mr. Hursraper. There are different avenues of parts in General 
Motors Corp. 

Senator O’Manoney. In order that it may be clear to those who do 
not have the chart before them, this shows at the very top of the page 
three sources of General Motors sales of replacement parts. They 
are, respectively : (1) United Motors; (2) car divisions; (3) AC Spark 
Plug. 

Those are the three selling agencies of replacement parts which you 
have; are they not? 

Mr. Hursraper. They are the channels of distribution. 

Senator O’Manoney. The three separate channels of distribution ? 

Mr. Hursraper. Yes. If you will pursue United Motors, which is 
at the left, you come down there to the wholesale level, and United 
Motors wholesales first to its warehouse distributors, and then—— 

Senator O’Manoney. Let us stop there. 

Mr. Hocan. That is the only distribution ? 

Mr. Hurstraper. That is the only distribution. 

Senator O’Manonry. Why, but when United Motors sells to United 
Motors field warehouses—— 

Mr. Hurstaper. Excuse me. The field warehouses, Senator, are 
only a physical means of handling the parts. They are not a channel 
of distribution. The parts are hs indled either through—as a means to 
an end—they go either to a warehouse, or they can ‘be shipped direct 
to the warehouse distributor. 

Senator O’Manoney. Well, if I understand you 

Mr. Hogan. I think that this will be clearer if that heading “United 
Motors” happened to be dropped down within the box—if the “Car 
Division” were in the box. 

Senator O’Manoney. In other words, you want us to understand 
that the United Motors Service 

Mr. Hogan (interrupting). Own the warehouse. 

Senator O’Manoney (continuing). Own the field warehouses ? 

Mr. Hocan. Yes. 

Senator O’Manonry. And are just the same? 

Mr. Hocan. It is United Motors. 

Senator O’Manonrey. As United Motors, except to their geograph- 
ical location ? 

Mr. Hoean. That is right. 

Senator O’Manonry. There is no transaction between the two? 

Mr. Hocan. It is United Motors itself, and the point where it starts 
the material distribution. 

Senator O’Manoney. O. K. 

Mr. Hurstraper. The same is true with the PD in its relation to 
Chevrolet. 

Senator O’Manonery. Wait a minute; what is that? 

Mr. Hocan. What does that mean? 

Mr. Hurstaper. General Motors parts division. 

Senator O’Manoney. Weare all confused now. 

Mr. Hvrstraper. I am sorry. 

Why do we not follow this United Motors on down ? 
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Senator O’Manonrey. Answer Mr. Hufstader’s question. What is 
PID? 

Mr. Curticr. Parts division. 

Mr. Hogan. Parts division. 

Mr. Hursraper. General Motors parts division. 

Senator O’Manonry. He wanted toknow. All right. 

Mr. Hursraper. May I go ahead ? 

Senator O’Manonry. Please do. 

Mr. Hursraper. UMS—United Motors Service—having through its 
own field warehouse sold to the warehouse distributors, then that ware- 
house distributor 

Senator O’Manionry. Who isthe warehouse distributor ? 

Mr. Wirners. He is the independent customer. 

Mr. Hursraper. Are you going to answer or am I? 

Mr. Hocan. Either one of you. Goahead. 

Mr. Hursraper. He is the only outlet of distribution in United 
Motors Service. 

Senator O’Manonry. Who is he? 

Mr. Hurstapver. Who is he? 

Senator O’Manoney. That is right. 

Mr. Hurstaper. He is—How many different independent business- 
men ¢ 

Mr. Wirners. 12,000—there are 12,000 of them. United only 
serves about 3,600. 

Senator O’Manoney. In a word, they are not General Motors 
establishments ? 

Mr. Wrrners. No, sir. 

Mr. Hurstaper. Independent outlets. 

Senator O’Manoney. O. K. But they are warehouse outlets? 

Mr. Hursraper. That is a piece of nomenclature. They call them 
warehouse distributors. They are independent businessmen. You 
have a number here in Washington and in every city. And then also 
there—— 

Senator O’Manoney. If I were to read this whole paragraph of 
your original testimony, I think that you would be helped in your 
explanation. So let us turn back to this last paragraph on page 4. 

Mr. Hurstraper. Page 4? 

Senator O’Manoney. Yes. 

Mr. Hurstaper. O. K. 

Senator O’Manoney (reading) : 

The warehouse distributors sell at wholesale directly to the general repair 
trade. 

Now we are agreed that that means that the sales from the ware- 
house distributor go to the entire automobile repair trade, wherever 
they are and whoever they are. 

And the next sentence— 


Some also sell to jobbers. 


Mr. Hurstaper. Right. 

Senator O’Manoney. That means some of these warehouse dis- 
tributors also sell to jobbers? 

Mr. Hursraper. Right. 
Senator O’Manonry. And [I take it that means independent job- 
ers 2 
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Mr. Hursraper. Yes, sir. 
Senator O’Manoney. Then the next sentence: 
These jobbers supplement 
I pause because I want to put emphasis on the word “supplement”— 


These jobbers supplement on a local basis the wholesaling function of the 
warehouse distributors. 

The question that is in my mind is, Do they compete ? 

Mr. Hogan. Would it be simpler if we said they compete as well as 
distribute through a different function? They do both, Senator. 

The *y compete. 

Senator O’Manoney. I do not know how you can compete through 

function. 

Mr. Hogan. You compete with a man you buy from. Yet you have 
another chain going down from you where you sell. 

Senator O'Manoney. Then you compete with the man from whom 
you buy? 

Mr. Hocan. That is right. 

Senator O’Manoney. In going to this general repair trade? 

Mr. Hoean. That is right. That is right. 

Senator O’Manonry. That is exactly the point I wanted to try to 
make clear, because that was the testimony of the parts manufacturers 
who testified—it was the testimony of some of those who represented 
repair shops alone—and it was that General Motors through its dis- 
tribution of parts is in competition with exactly the same manufac- 
turers of parts from whom General Motors buys. 

Mr. Hocan. Well, Senator 

Senator O’Manonry. Those are your words? 

Mr. Hoean. Senator 

Senator O’Manonry. Mr. Hogan, are they not? 

Mr. Hogan. If you will look at this chart, it will explain that, be- 
cause here is the price range. 

Senator O’Mationry. We will look at the chart in due course. Do 
you agree those were your words; were they not? 

Mr. Hogan. Yes. 

Senator O’Manoney. Yes, but? 

Mr. Hocan. You compete on the same price level, and this chart is 
set up, so that you see price levels, and that the price is the same in all 
echelons of competition. 

Senator O’Manonry. How do you compete on the price level? Do 
you agree on a price? 

Mr. Hogan. Look at the figures here—look at the figure. There is 
no agreement on prices. 

Senator O’Manonry. Well, I did not suppose so. 

Mr. Iocan. No; there is no agreement on prices. 

Senator O’Manoney. I want the record clear 

Mr. Hogan. The warehouse distributor is ae to a jobber. 

Senator O’Manoney. Yes; I see it. Batteries only, 45 cents. 

Mr. Hocan. Yes. And the price—-and you notice the prices are the 
same. 

Mr. Burns. Those are percents. 

Senator O’Manonry. These are not cents? 

Mr. Hoecan. Either way you want to say it. 

Senator O’Manoney. Forty-five percent of a dollar is 45 cents. 
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Mr. Wirners. May I try to clear up a definition of a warehouse 
distributor and a jobber? In United Motors actually other than in 
batteries all of the jobbers that we sell to, they are really all Jobbers, 
they are independent wholesalers. The only ‘pl: ice where we have a 
warehouse distributor is on batteries, unlike AC who does not a 
warehouses, and there they become what we call in the United Motors 
the independent wholesaler. There he becomes a warehouse distrib- 
utor. because we pay him as the chart shows, 8 percent for a ware- 
housing function; but in United Motors’ case, where there are 12,000 
of these wholesalers, actually it is a misnomer or a misnomer where 
nomenclature is concerned, to call him a warehouse distributor, be- 
cause we are not paying him for a warehousing function there. 

We have our own warehouses where AC does not have warehouses. 
sar ‘y pay for that. 

» actually where United Motors is concerned other than batteries, 
he aca | be called an independent wholesaler or jobber. 

Mr. Cvrticr. Do you sell to all 12,000? 

Mr. Wiriers. No; we do not. 

Mr. Curtice. How many? 

Mr. Wrrners. That varies by lines, Mr. Curtice. On certain lines 
we may sell 600 out of the 12,000 and in other lines we may serve as 
many as 3,600. It varies by the lines. 

Senator O’Manonry. What is the meaning of the letters “WD”"— 
AC pays its WD—that is in the third column ? 

Mr. Wrrners. AC only sells to warehouse distributors. In other 
words, AC has about a thousand warehouse distributors. They do not 
sell to jobbers. They only sell to warehouse distributors who they are 
paying. 

Senator O’Manonry. Are these the same warehouse distributors to 
whom United Motors Service sells its parts ¢ 

Mr. Wituers. If you want to call them warehouse distributors, 
where United Motors is concerned, actually they are not performing 
a warehousing function, except where batteries are concerned for 

United Motors. Where AC is concerned, they are definitely | ecenie 
ing a warehousing function and they are paid accordingly 8 percent 
for that. 

Senator O’Manoney. Well, on this chart you find the word “ware- 
house” in several columns, and in several blocks. 

Mr. Wirners. If I may add, that is the nomenclature of the parts 
business, and the hardest thing in the world to understand. It is one 
of the things that makes it confusing. 

Senator O’Manoney. You have relieved me greatly. [Laughter ] 

Mr. Wirners. That is for sure. I have only been in this 6 months, 
and I have quit being ashamed, because I have been asking people 
who have been in the business for 20 years what the answers are, and 
you sit down at the table and you get 4 different answers to the same 
problem. 

Senator O’Manoney. Four different answers? 

Mr. Wiruers. Yes. 

Senator O’Manoney. Allright. Proceed, Mr. Burns. 

Mr. Burns. To complete the distribution, leaving the prices aside, 
just to consider the distribution, does United Motors : Service buy parts 
for distribution ? 
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Mr. Wiruers. Do they buy them? 

Mr. Burns. Yes. 

Mr. Wirners. Well, I think you might say we schedule them from 
the fabricating division. , 

Mr. Burns. That is what I wanted to know. Is United Motors 
Service simply the means of distribution? 

Mr. Witners. The distribution channel. 

Mr. Burns. For some of the parts ¢ 

Mr. Wirners. ‘To reach these independent jobbers. 

Mr. Burns. All right; now 

Mr. Wirners. We do not sell to car dealers at all. 

Mr. Burns. But does United Motors Service buy any parts as a 
division from anybody at all, either within the corporation or outside 
of the corporat ion / 

Mr. Wrirners. Yes: a little over 96 percent within the corporation, 
and a little over 3 percent outside. The outside consists ent irely, prac- 
tically, of rounding out our line for radio tubes and in a few instances 
on bearings—engine bearings—about 3 percent outside. 

Mr. Burns. How is the bookkeeping handled on the parts that you 
distribute, whether it is from a ear division or—let me change that. 

You distribute through United Motors Service parts which you get 
from car divisions ? 

Mr. Wrruers. Do we distribute? Yes; we do. We do not ware- 
house any of them, however. We get those directly from the divi- 
sion; in other words, our independent jobbers who want to order GM 
parts send in the order to the particular division of the parts they 
want, and they are shipped direct. 

United Motors does not wi arehouse any General Motors car parts. 

Mr. Burns. But you handle the distribution of them as far as order- 
ing them is concerned ? 

Mr. Wrruers. That is correct. 

Mr. Burns. The orders go through you? 

Mr. Wiruers. That is correct. 

Mr. Burns. Now, in connection with that type of part which comes 
from the car division, how is the price determined at which United 
Motors sells it to the jobbers? 

Mr. Wiruers. It is determined on the same basis that he is to have 
the same opportunity as the car dealer. In other words, let us take 
a hypothetical one from the standpoint of, say, a part which is a 40- 
percent discount part to a Chevrolet dealer. 

The parts that he serves the customer out of in his service shop, 
he is entitled to a 40-percent discount. 

Now, whatever amount up and above what he uses in his own service 
shop, he is paid an additional 25 percent for wholesaling. 

Now, the United Motors distributor gets the 40 percent and the 
25 percent immediately because he does nothing but a wholesale func- 
tion. So he and the car distributor are completely competitive and 
completely equal at both levels when it becomes a wholesale function. 

Mr. Burns. But going back one step with respect to the parts which 
you distribute for the car division, is the sale of them considered as 
a sale of the car division or are they considered a sale first to United 
Motors Service and then from United Motors Service to the jobbers? 

Mr. Wituers. In the United Motors case. it is merelv a service to 
our independent jobbers. 


STUDY OF THE ANTITRUST LAWS 3863 


Mr. Burns. So you do not enter into any question of what price 
Linited Motors Service would pay to the division for that type of 
part ¢ 

Mr. Wirters. No; they set their own prices. 

Mr. Burns. Is that same thing true with respect to replacement 
nuts which the division purchased directly from outside 4 

Mir. Wrrners. You mean where United Motors is concerned ? 

\ir. Burns. Yes. 

The first question, if it was not clear, was intended to apply to the 

wuts which the division actually made itself. 

Mr. Wrruers. Right. 

Mr. Burns. Now, I am asking whether that same thing applies 
io parts which the car division purchased for replacement ¢ 

Mr. Wrruers. Yes. 

Mr. Burns. They would simply go through United Motors Service 
as a service to their car Moviniits and not as a purchase ? 

Mr. Wrrners. United Motors would draw out of the division’s 
warehouse, and United Motors would have no knowledge whether 

lat part Was purchased outside or made by Chevrolet. 

Mr. Burns. Now with re “pect to the accessory groups within the 
orporation 

Mr. Wrruers. Right. 

Mr. Burns (Continuing). Does United Motors Service simply act 

sa distribution or he sit buy them ? 

Mr. Wirrners. Well, it buys them, it pays for them, but actually 
ill we are doing is saving a tremendous amount of expense that eac . 
accessory division would have to duplicate from the standpoint of : 
sales force. We act as the accessory division’s sales force. 

They set the prices that they have to have for their parts. Obvi- 
ously the y have to set them to be c ompetitive ; so as to how they arrive 
ita given price, they are on the Ir own, J mean, as far as we are Ccon- 
soda 

If there was not a sufficient margin for us to merchandise it, we 
would not handle it. They would have to set it up themselves. If 
they said they could not compete, United Motors would not handle 
it. 

Mr. Burns. Well, what compensation is recorded, or how do the 
books record compensation to United Motors Service for the services 
it renders both to the accessory divisions and to the car divisions ¢ 

Mr. Wirners. That varies by every division according to whether it 
is a service line or a merchandising line. A service line is one in 
which a customer merely needs something for his car; as to whose 
is used, it could be any one ot several. 

A merchandising line is one, for instance, such as_ batteries, 
wliere you would advertise in magazines—you would have a sales 
force out pushing that particular line, and then have all of your 
obsolescence, your warranty, all of that type of thing which goes 
to make up the difference—in other words, it might take you, for in- 
stance, 12 percent to merchandise 1 line; it might take you 18 on 
another; it could vary. 

Mr. Burns. Does United Motors Service do the advertising for the 
parts it distributes even when they are manufactured by car divisions 4 

Mr. Wirners. I beg your pardon ! 











3864 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. Does United Motors Service do the advertising for 
parts which it distributes but which are made by car divisions? 

Mr. Wirners. No. Wemight carry it in our same ad on something 
else. We might carry an engine and a chassis ad. It might be in- 
cluded as an all-line thing being handled by United Motors, but 
anything that is on origin: al equipment, they do their own advertising. 

Mr. Burns. So that there is only about 3 percent of the products 
which you distribute, the value of them, which are purchased directly 
by United Motors from outside ? 

Mr. Wirners. That is correct. 

Mr. Burns. Those particular parts which are included in that 3 
percent, are those also sold by these outside suppliers directly to car 
divisions ? 

Mr. Wirners. Yes, they are. For instance, Delco-Radio does not 
make tubes; they buy them. 

Mr. Burns. With respect to the AC Spark Plug, does it have, as 
shown on this chart, a complete distribution system of its own? 

Mr. Wirners. Yes, it has. 

Mr. Burns. Does United Motors distribute any of the parts which 
are made by the AC Spark Plug division ? 

Mr. Wirners. Just a few items which are service parts such as 
gages, speedometers. They are slow-moving parts and warehouse 
distributors who normally would buy from AC would not be inter- 
ested in handling them. 

Mr. Burns. I think we may continue to read. We were at page 6, 
and we wanted to read at page 10, and then I will have some more 
questions. 

Mr. Skinner. To properly understand the current plan, it is neces- 
sary to know how parts are billed to dealers and warehouse distribu- 
tors at the retail and wholesale levels. General Motors car and truck 
dealers are charged the same price for like parts sold at the retail 
level. All such car and truck dealers and the warehouse distribu- 
tors of the United Motors Service and AC Spark Plug divisions 
are charged the same price for like parts sold at the wholesale level. 
The warehouse distributors of United Motors and AC are billed at 
the wholesale pr ice. The car and truck dealers are billed at the dealer 
net price and receive an overriding discount on the parts they sell 
at wholesale. Therefore, dealers pay the same price on the like parts 
they sell at wholesale as the warehouse distributors of the Unied 
Motors and AC Spark Plug divisions. 

General Motors system of distribution and the principle of pricing 
parts is illustrated graphically on the following chart which was sup- 
plied to the staff of ‘this committee a month ago. 

(The chart referred to appears on facing page.) 

Mr. Skinner. With this background explanation of the General 
Motors parts wholesale plan, I should like to give you some detail on 
its operation. 

On December 31, 1954, there were a total of 23,622 General Motors 
dealer outlets. This number includes GM truck dealers and the deal- 
ers who handle more than one line. Of this number, 8,012, or about 
one-third, did not participate in the plan at all. 
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The 15.610 who did partic ipate in the plan engaged in wholesaling 


in varying degrees. It is interesting to observe that of those who par- 
tic ipated i in the plan, only 2,966 sold 40 percent or more of their parts 
business at ohok sale. This indicates in the great majority of cases, 


Wholesaling is a minor portion of the dealer's total parts business. 
Only ina relatively few cases did the dealers engage in wholesaling in 
ch Wnhe jor Way. 

These figures dispel any inference that the General Motors wholesale 
parts plan has generated the ser ious competition which other witnesses 
have suggested they are receiving from 19,000 dealer wholesalers. 

Se ‘nator O’Manonry. May I ask you, Mr. Skinner, at this point 
what has been the effect on sales of the new plan? 

Me Hogan. Of General Motors sales 4 

Senator O'Manoney. Of General Motors parts. 

Mr. Hogan. Mr. Hufstader has that. 

Mr. Hursraper. In total, Senator, it has not materially improved, 
I am sorry tosay. [ Laughter. ] 

Senator O’Manoney. It is not a good plan? 

Mr. Hursraper. Yes, I think it is a good plan. 

Senator O’Manoney. I beg pardon / 

Mr. Hursraper. I think it is a good plan, but the effect of it yet has 
not made itself materially felt. 

Senator O’Manuoney. Well, is it your opinion 

Mr. Hersraper. Like anything else it needs to have time to get air- 
borne, and underway. 

Senator O’Manroney. Mr. Skinner’s last paragraph stated that the 
wholesaling by General Motors dealers has not seriously competed as 
yet with the former jobbers of parts. 

Do you hope that it will seriously compete ? 

Mr. Hogan. Yes. 

Senator O’Manonry. Mr. Hogan nods yes, in the affirmative, let 
the record note. 

Mr. Curtice. I think I should have a word to say. The broadening 
of our plan to make the distribution of fast-moving car parts available 
through United Motors to independent jobbers and vice versa making 
available some additional parts not previously handled by - car 
dealers for wholesale purposes was—the move was made: No. 1, for 
the reason of accomplishing widespread distribution, wider spre: ul to 
protect and make available parts for service for the General Motors 
cars which are in the hands of the dealers’ customers. 

Senator O’Manoney. In other words, you want to have General 
Motors parts available for-—— 

Mr. Curtice. Yes. 

Senator O’Manonry. The owners of General Motors cars? 

Mr. Currice. Yes. We want to protect all of the car owners, all of 
the General Motors car owners, just the same as we want to protect 
your 1948 Cadillae—— 

Senator O’Manoney. 1949 Cadillac. 

Mr. Currice. 1949 Cadillac. [ Laughter. ] 

Until we get you in a 1956 model, and we would want to take good 
care of it, too. 

Senator O’Manonry. You know, I’m afraid of your pressure. 
[ Laughter. | 

Mr. Currice. It is just salesmanship. { Laughter. | 
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It may be of interest to you to know, I think it is very revealing, we 
re doing, according to the best method that we know of to deter- 
ie the percent of parts distribution, we are doing 20 percent, and 

e independent manufacturers through their independent jobbers, 
irehouse wholesalers, are doing the other 80 percent. 

Senator O’Mantoney. Well, do you hope 
Mr. Curtice. As Mr. Hufstader said, it has not changed import- 
tly since the broadening, but if we are to achieve the original ob- 
ective of having wider spread availability, I would expect there 

ld be some improvement. 

Senator O’Manonry. Do you anticipate hopefully that General 
\Motors dealers will be selling more parts as this plan gets 

Mr. Curricr. General Motors dealers have had the plan in effect 
or a great many years, and I would not expect much change in their 

irtic ipation. 

If there is to be any increase, I would expect it to come from the 

lependent jobbers who are served by the United Motors Service, 

d for the first time have available to them car parts which previ- 

ly were only available through the enfranchised dealers. 

Senator O’Manonry. Now, this statement just read by Mr. Skinner, 
‘This indicates in the great majority of cases, wholes: ling is a minor 
iortion of the dealer’s total parts business.” do vou want the com- 

ttee to understand that this means that the independent jobber 
eed not fear too much oe wholesaling by the dealer? 

Mr. Curtice. I think that is a pretty good assumption because, as 
[ said before, over the years the dealers have had available to them 

plan of wholesale distribution to independent garages, other dealer 

d service stations. 

There has been a modification in the plan because, Senator, our 

ilers were not happy with the 1214 percent override. They did not 
feel that that was adequate to cover the effort and the cost of whole- 

ng. That is why we doubled it and made it 25 percent override 
id of 1214. 

Now we have not as yet gotten our seed back, the 25 percent was 
loubling the override on the same volume of business which they 
vere previously doing, which is a clear indication that a limited 

umber of our dealers have the management skill to develop whole- 
sali Oo activity, but it is a limited number. Others do it as a matter 
of convenience to the independent dealers, garages, filling stations, 
nd that type of operation in their community. 

Senator O’Manonry. Well, you understand, of course, that when 
vour seed grows and the plant blossoms, these independent jobbers 

e afraid they are going to be snuffed out. 

Mr. Curticr. Yes. 

But I would add this: Any relief that is necessary—and I wouldn’t 
think it would be, if they understand the plan—that our car parts, 
fast-moving car parts—and those are the only ones they would be 
interested in, under the modification of the plan—were made available 
through the United Motors distribution to these independent whole- 
salers and jobbers, and, as Mr. Withers pointed out, he has on the list 
about 600—it would qualify in the category of wholesale warehouse 
jobber, and then he has about 3,600 in total who are enfranchised to 
handle the parts which he was previously supplying, plus the car 
parts which previously were exclusive only to our car ‘dealers. 


] 
nstead ¢ 
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Senator O’Manoney. Thank you. 

Mr. Curtice. I think we have made a great contribution to the busi- 
ness of those 3,600 independent wholesalers who are carrying that 
kind of a function throughout the country. 

Senator O’Manoney. Thank you, sir. 

Mr. Burns, you may proceed. 

Mr. Burns. I cane Mr. Skinner might proceed with the reading. 

Mr. Skinner. Mr. Curtice has just covered the subject of the last 
paragraph, and made es point very clear, that the percentage—I will 
read that, and that will be the end of this part of the statement. 

Testimony was given the committee that the replacement-parts 
business of the independent manufacturers and wholesalers has been 
reduced from 80 percent to 40 percent of the total market. There is 
no accurate way of measuring the amount of replacement-parts busi- 
ness. The excise tax data of the Bureau of Internal Revenue, however, 
provides a guide. (General Motors paid excise taxes in 1954 on auto- 
motive replacement parts in the amount of 22.9 percent of the total 7 
such excise taxes paid. This may be construed to mean that Genera 
Motors obtains about 23 percent and the rest of the industry mi 
about 77 percent of the total automotive replacement parts market. 
[t should be pointed out, however, that about 44 percent of the total 
cars and trucks in oper: ation are of General Motors manufacture. 

Mr. Burns. That 23 percent figure you have, does that include all of 
the replacement-parts business of General Motors, whether it is from 
the car divisions or United Motors Service? 

Mr. SKINNER. Yes, sir. 

Mr. Burns. Now, using the figure which was shown on the first 
page, the figure 50 percent which Mr. Coker used, is it the hope that 
by the use of this wholesale plan you will increase your parts business 
to 44 percent, approximately, of the replacement-parts market ? 

Mr. Skinner. We certainly hope to expand it. It doesn’t look as 
if it was going anywhere near that point. 

Mr. Burns. And the expansion, the area of expansion, is with com- 
petitive parts, because you have a certain percentage of this market 
which consists of parts made only by the car divisions? 

Mr. Skinner. Yes; that would always be true. 

Mr. Burns. Now, under this wholesale plan, are the General Motors 

car dealers now competing with United Motors Service jobbers? 

Mr. SKINNER. Yes, sir. 

Mr. Burns. Now, they both sell at the same price, do they not? 

Mr. Currice. No; it is up to him to determine the price. 

Mr. Burns. Perhaps I should rephrase that. There is a suggested 
price at which both these United Motor Service jobbers 

Mr. Currice. I think you could answer that by saying that they 
both start at the same level of purchase price, from U nited Motors or- 
ganization or from the car divisions. 

Mr. Burns. Now, what economic reason is there for having these two 
classes of businessmen competing in the sale of the same products which 
you are distributing, particularly those that are not made by General 
Motors Corp., and “what is the competitive advantage that you hope 
will be gained, or the advantage which will result to ) General Motors, 
from having them compete ? 

Mr. Skinner. Its availability, of course, is the initiating and com- 
pelling reason for doing it. The economics is up to the jobber also. 





STUDY OF THE ANTITRUST LAWS 3869 


Mr. Burns. Isn’t the availability the same? I mean, the United 
Motors jobbers have been distributing all these parts for many years. 

Mr. SKINNER. I mean the physical availability. 

Mr. Hocan. No, that is not correct. 

Mr. Burns. Will you correct it for me, if I am in error? 

Mr. Hocan. The whole testimony here is that this is an opportunity 
for the car dealers to handle parts that they formerly did not handle 
but were handled through United Motors and the jobbers, and it gave 
the United Motors independent jobbers an oportunity to handle ce: uw 
parts which were formerly handled by independent dealers; that is 
ill we have been talking about for an hour here. 

Mr. Burns. Now, there has been testimony with respect to what is 

called the package deal of United Motors Service. 

Mr. Hogan. That has been explained in the statement. It is only 
2 pages. Would it be helpful if he read that, and then you asked 
him questions ? 

Mr. Burns. I think it would be. You can read right ahead on that. 

Mr. Wrruers. Mr. Halfpenny and Mr. Cassedy have testified that 
United Motors Service division in introducing the General Motors car 
parts program to their distributors presented a so-called package 
and insisted that the warehouse distributors purchase the package con- 
taining parts specifically selected by U falbesd Motors Service division. 
This statement is not correct and the inference that we exerted coer- 
cion in forcing parts on warehouse distributors is unfounded. We 
believe it advisable at this time to explain the steps followed by United 
Motors Service division in introducing the Generali Motors car parts 
program to their distributors. 

Since there was limited experience on the part of wholesalers and 
United Motors Service division to guide them as to how this line should 
be inventoried as to part number, quantity of part numbers, et cetera, 
United Motors Service division studied the movement of all parts in- 
cluded in this line as experienced by car divisions and their dealers. 
This provided them with actual experience as a guide. Our initial 
stock lists were compiled from this data and our experience to date has 
proven the soundness of this approach. 

While there were over 27,000 parts available to United Motors Serv- 
ice division distributors who would handle the General Motors car 
parts line, the initial stock guides were established in four groups as 
follows: Group A, number of items, 1,777; group AA, number of items, 
1,777; group B, number of items, 2,019; group C, number of items, 
2,179 

The plan was announced to the entire United Motors Service dis- 
tributor organization. However, in approaching individual distribu- 
tors to explain the availability of this new line, we naturally first con- 
tacted those distributors whose business operations, experience, and 
facilities lent themselves to distribution of this line of merchandise. 
For example, a warehouse distributor whose only relationship with 
United Motors Service division and whose business operation was 
limited to distributing and servicing radiators would not be interested 
in this program. 

Distributors who took on the General Motors parts line were per- 
mitted to alter the United Motors suggested initial stocks wherever 
necessary, as to the number of items, quantities of each item, and parts 
numbers. The distributor made the decision as to which car-line parts 
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he would purchase. Moreover, the distributors were advised that 
because the program was new, a distributor could return any portion 
of the initial stock purchased from United Motors Service division 
within 2 years. 

I think that covers at least our objective. 

Mr. Burns. Mr. Hogan, I wish to ask some questions with reference 
to General Motors Acceptance Corp.’s statement. Do you wish to 
have the balance of this read, or do you wish to have it included in the 
record as though read, and | will proceed to ask questions ? 

Mr. Hogan. Let the balance of it be included in the record as 
though read. The statement in regard to General Motors Acceptance 
vou might hold for Mr. Stradella. 

Mr. Burns. Thi s partic ‘ularly on parts, and if you mean that Mr. 
Stradella should answer it 

Mr. Hogan. Mr. Stradella on parts? 

Mr. Burns. The questions I am going to ask relate to—— 

Mr. Hogan. That isthe letter that was sent out ? 

Mr. Burns. Yes; that is what Iam going to question on. 

mma Hogan. Maybe we ought to read that. 

ator O’Manonry. While this conference is going on, and before 
the new testimony is pre sen ted, I want to make a brief remark with 

‘spect to the statement which I introduced in the record this morning 
re Mr. Lester A. iniiiiwenks, of the Malkerson Sales, Inc., an Olds- 
mobile dealer in Minnesota. One of the press correspandents called 
my attention toa sentence in Mr. Malkerson’s statement which could be 
easily subject to misunderstanding. I put the statement of Mr. Mal- 
kerson in the record without having read it. The sentence which was 
questioned by one of the reporters reads as follows—— 

Mr. Curticr. What page is that ? 

Senator O’Manonry. First page: 

I did not rece ive any invitation to appear, and when I volunteered on my own 


responsibility I was told that there was no available time, but was requested by 
the chairman to file this statement instead. 


Because of the inquiry made by the reporter, I can see that that 
sentence is subject to the interpretation that I desired to prevent this 
witness and only this witness from testifying. 

I am sure that Mr Malkerson did not mean such an interpretation. 
He was in the room on Wednesday last. He did not see me. His card 
vas handed to me by Senator Dirksen, and at the close of the session, 
that afternoon, after we had recessed, I called his name out, so that 
he would have an opportunity of talking with me. 

Then I asked him to come to my office because it was obvious that 
with all of the hubbub here at the time, we could not carry on a con- 
versation. I took him to my office. He said he wanted to testify. 

There have ie en many volunteers who are taking the same position 
that was taken by the dealers who origin: ally testified, making com- 
plaints. I ase repeatedly told them that we did not have time for 
their presentation of oral testimony because much of it is cumulative. 

Mr. Malkerson. was treated in no different way from others. We 
were under pressure. It had already been announced that we were 
trying to finish the hearing this week. The General Motors board of 
directors will be meeting on Monday, I understand. 

Mr. Curticr. That is right. 
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Senator O’Manoney. And I just want to make it clear that any 
nterpretation of this to mean that this committee is preventing testi 


mony unduly would be erroneous. We are not sup pressing any facts. 
We are seeking to bring all of the facts out. And Iam trying my best 


to do this impartially with everybody concerned. 

Allright, Mr. Burns. 

Mr. Hursraper. Page 69. 

Another example of an attempt to suggest coercion of dealers re 
carding purchases of General Motors parts is the testimony of Jack 
L. Wi iggins to the effect that General Motors obtains knowledge of 
its dealers’ parts purchases from competitive sources through a 
credit report form used by General Motors Acceptance Corp. This 
insinuation is absurd. 

General Motors Acceptance Corp. obtains a financial statement 

t least once each year from each dealer with whom it does business. 
On the reverse side of this financial statement the dealer is requested 
to list certain credit information such as the name of his bank and the 
names of manufacturers or distributors with whom he does business 
on credit. 

Cres receipt of this financial statement, General Motors Accept- 
ince Corp. sends out the credit inquiry referred to by Mr. Wiggins. 
[t will be noted that this credit questionnaire asks the creditor how 
long he has done business with the dealer, the maximum credit al- 
lowed, whether the credit was secured or unsecured, the amount 
owing, whether obligations have been met promptly, and how the 
creditor rates the character, capacity, and capital of the dealer. 

Contrary to the insinuation of Mr. Wiggins, this questionnaire 
gives no information as to the amount of value or kind of parts 
purchased from the creditor. The questionnaire is obtained solely 
for credit purpe ses, and is never shown to any General Motors di 
vision. This proc edure has been in effect by the General Motors Ac- 
ceptance Corp. since 1922. Information of this character is ob- 
tained by all finance companies and lending institutions and is quite 
vener: ally exchanged within the business community. Copies of the 
financial statement and ¢ redit inquiry forms are attac hed. 

(A copy of the financial statement may be found in the files of the 
commas 

Mr. Hocan. Will you read the letter? This is on what letter- 
head 2 

Mr. Hursraper. This is General Motors Acceptance Corp., “Con- 
fidential.” 

“Gentlemen.” 

This is the salutation. It is placed there for the insertion of the 
name of the individual to whom it is going. 

(The letter referred to is as follows :) 

GENERAL Morors ACCEPTANCE Corp. 
CONFIDENTIAL 

GENTLEMEN: Your name has been submitted to us by the above for reference 

purposes. Accordingly, we shall appreciate it if you will complete the questions 


appearing below and return this letter to us in the stamped envelope enclosed for 
your convenience. 
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You have our assurance that whatever information you give us will be held 
in strict confidence. In addition, we shall welcome the opportunity of reciprucat- 
ing this courtesy at any time you may call on us. 

Very truly yours, 


Enclosure. 


1. How long have you been doing business with this concern? ______-_________ 
2. Maximum credit you will extend, secured $__--____-_ unsecured $_._______ 
3. Amount now owing $_-________ Are obligations met promptly? _-._______ 
4. How do you grade character ____-____ capacity ~.....__-_ COONS catenin, 
ON, NN i a ac tr 
Nt aaa ee RNIN ce as ie cients ceases aa ada miei aces arate 


Mr. Burns. Does General Motors require the dealers to report the 
total volume of parts purchased ? 

Mr. Hursraper. Are you asking me? 

Mr. Burns. Well, anyone. 

Mr. Hursraper. No; they do not. It is the total sales volume of 
parts. 

Mr. Burns. What is required to be shown on the forms which are 
submitted—I think they are 10-day or 30-day forms? 

Mr. Hursraper. No parts information whatsoever on the 10-day 
reports. The only information 

Mr. Burns. Yes. 

Mr. Hurstraper. Mr. Burns, the only information—any parts in- 
formation is on the financial statement but they make no reports to 
us of their purchases. 

Mr. Burns. Well, I understand that the dealers keep some form of 
inventory record, and that that record, or part of it, is made available 
to determine whether their stock is being kept up to date. 

Mr. Hoursraper. Now you are referring to a parts order pad. 

Mr. Burns. I think that is what it is. 

Mr. Hursraper. There is one parts order pad that is used that does 
have inventory information on it. 

Mr. Burns. Does that give the corporation information from which 
it can ascertain the volume of parts which the dealer is purchasing? 

Mr. Hurstaper. No. It is not for the purpose, I think, you intend 
to imply. 

The parts order pad merely lists the inventory, that is the major 
pad does, the omalier pads do not—so that the dealer’s parts man- 
ager can know whether the parts sales of that particular part, for 
example, are in reasonable relation to his inventory or if the inven- 
tory istoohigh. Itis purely a guide. 

Mr. Burns. Well, with respect to this GMAC form which is sent 
out to dealers, why is it necessary to know how much is owing to 
parts manufacturers who are selling in competition with the Gen- 
eral Motors distributors ? 

Mr. Hogan. May I have that question again? That is a question 
that should not be asked Mr. Hufstader. You are asking a credit 
inquiry. Mr. Stradella is the credit man. 

Mr. Burns. Perhaps this may be one of the situations where you 
have to have two together. The question is—it has been raised by 
witnesses—that that form gives to General Motors Acceptance Corp. 
information as to the amount of parts which are being purchased, or 
it demonstrates that parts are being purchased from competitors of 
the General Motors distributor, United Motors Service, and that 
that is therefore available to the corporation. 
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Mr. Hoean. That is not a correct comment to make. It may be 
true that a witness made that statement for his own purposes but 
you had a chance to read the financial statement, you know the 
truth of it. You know there is no such information on the financial 
statement. All that you know is on the bottom. The man is asked 
to give GMAC names of people for credit reference. 

Mr. Burns. What is this No. 3, “Amount now owing”? 

Mr. Hocan. Well, suppose we do it the other way. ‘Take the 
financial statement—— 

Mr. Burns. Well, I'd like to take this “Amount now owing” be- 
cause it would seem to indicate that at least the General Motors 
Acceptance Corp. would have knowledge from these forms that the 
dealer was purchasing from the supplier or jobber who fills it out, 
and it would, therefore, put within the hands of General Motors 
Corp. information as to whether or not any dealers were purchasing 
from the supplier or jobber who fills it out. It would, therefore, put 
within the hands of the General Motors Corp. information as to 
whether or not any dealers were purchasing from parts manufac- 
turers or parts jobbers outside of the United Motors Service; would 
it not @ 

Mr. Hogan. This is a General Motors Acceptance form. If you 
want to ask some other question, whether General Motors Acceptance 
gives this information to General Motors, that is one question. But 
the usual thing “apparently you haven’t had to have credit so you 
won't know about this. The usual thing when you are looking for 
credit is to give some credit reference and the usual thing for the 
man loaning the money is to write to this man that you gave as a 
credit reference and s ay, “Does he owe you any money?” and “How 
good is he? What is the experience? What is secured and what 
is unsecured?” These are the ordinary questions that are asked by 
anyone checking credit. “What is the maximum credit you have 
extended? Has it been secured or unsecured? How long have you 
been doing business with the concern? What is the amount that is 
now owing? Are the obligations met promptly? How do you grade 
character, capacity, and capital ?” 

Mr. Burns. I think the pertinent question is whether or not that 
information is made available to the General Motors parts division. 

Mr. Hocan. Yes; whether the information, whatever information 
of this type that GMAC secures, is it made available to General 
Motors Corp. ? 

Mr. Burns. That is right. 

Mr. Hogan. The answer is “No.” 

Mr. Burns. I wish to ask some questions with respect to the Scho- 
lield heater. I think it might be just as well, since the mimeographed 
pages are written, to read those pages. Then we can put the rest of it 
in the record and I can ask the questions relative to it. Who is the 
witness who made the statements with reference to the Schofield heater 
which are found on pages 15 to 56 of this prepared statement ? 

Mr. Hogan. It seems to me that most of the statements are under 
iny name, because we are involved in a misrepresentation charge. 

Mr. Burns. The reason I ask is because several witnesses have been 
lestifying from this prepared statement, which is entitled “Statement 
Before Kilgore Committee on Replacement Parts,” and it is in the 
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first person. I want to make sure that the witness who is testifying 
with respect to the Schofield heater is testifying from personal know] 
edge with re spect to t he statements that are contained in this. 

Mr. Hocan. Well, this covers quite an area. Of course, the first 
part of it is the fact that Mr. Schofield ran some circulars advertising 
a heater which, as a matter of fact, he didn’t build, but it was a Chev- 
rolet heater. There is correspondence then with my office asking him 
to give up the false representation. And there is correspondence here 
that shows the communications with his lawyers, that Schofield would 
give up that type of advertising. That was handled by my office. 

Mr. Burns. Would you want to read these pages then and then we 
will just put the exhibits into the record? I just wanted to make sure 
whoever read it is the witness that I can question about what is stated. 

Mr. Hogan. Mr. Bridenstine, of my staff, will handle that part. 

Mr. Burns. Allright. His full name? 

Mr. Ifogan. Louis H. Bridenstine. No more here ? 

Mr. Burns. No; I have finished with Mr. Skinner. All right, Mr. 
Bridenstine, will you proceed, please? I believe you will start at 
page 16. 

Mr. Brienstine. The bottom of page 16. 

Mr. Burns. I would like you to start at the top, if you don’t mind. 

Mr. Hogan. Ido not know why we should miss that. 

Mr. Brivensrine. This is entitled “Relations With Dealers and 
Distributors.” 

One of the more insidious charges, such as that made by Mr. G. (¢ 
Morris, executive director, Automotive Wholesalers of Texas, against 
General Motors Corp., and one which is made without any evidence 
whatever to support it, is that General Motors coerces its car dealers 
to purchase automotive replacement parts from it by threatening to 
terminate their selling agreements if they purchase replacement parts 
from independent manufacturers and wholesalers. 

It is most difficult for General Motors to defend itself against this 
unfounded accusation because the witnesses have all stated that the y 
will not name any car dealers who have been so coerced because they 
are afraid of getting the car dealers into trouble. 

Accordingly, a fair appraisal of the truth of these charges must 
give consideration to the other charges of these witnesses which appear 
to be based solely on hearsay, opinion and conjecture. General Motors 
categorically denies that it coerces its dealers either directly or in- 
directly to purchase General Motors replacement parts from it. 

An example in point of the irresponsible character of some of the 
testimony regarding the alleged coercion of dealers is the testimony 
of Mr. E. L. Schofield who claims that Chevrolet dealers, whose names 
he cannot reveal, have informed his salesmen and sales representatives 
that Chevrolet Motor Division refused to accept orders for Chevrolet 
passenger cars without factory installed heaters. 

I think this committee is entitled to know the background of the 
correspondence between Mr. Henry M. Hogan, gene ral counsel of 
General Motors Corp., and E. L. Schofield, Inc., which has been intro- 
duced in the record by Mr. Schofield. 

In February of 1955 our attention was directed to the fact that 
EK. L. Schofield, Inc., through its representatives, was distributing 
a brochure on the so-called model 675, 12-volt system Schofield heater 
to Chevrolet dealers. A copy of this brochure is attached. 


— 


ey J 
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Mr. Chairman, there is the original of the brochure which I have 
isked to be handed to you. A photostat is attached to this statement. 
We ask that the committee examine this brochure carefully. The 
eater ee therein is not the Schofield heater. It is the Chevrolet 
‘ater made by Harrison radiator division of General Motors Corp. 
, aa sold by C hevrolet motor division both as factory installed or as 
i dealer installed accessory. 
(The brochure referred to was received as an exhibit and is on file 
vith the committee. ) 
Mr. Bripenstine. On February 16, 1955, Mr. Hogan wrote E. L. 


Schofield, Inc. This letter was followed up for a reply on March 3, 


1955. On March 8, 1955, the above letters were acknowledged by Mr. 
W. J. Marshall, Jr., attorney, on behalf of FE. L. Schofield, Inc. On 
March 16, 1955, Mr. Marshall wrote esking for an appointment in 
Detroit. Mich., t to discuss the matter. Copies of these letters are 
ittached. 

[ believe the letter of February 16 should be read. 

Mr. Burns. ee whichever one you wish. 

Mr. Brwwenstine. This is written to Mr. E. L. Schofield, Inc., 217 
Mill Street, Rockford. Ill. [ Reading: |] 


GENTLEMEN: It has come to our attention that your company has distributed 
brochure to Chevrolet dealers, entitled “New Chevrolet ‘Volume Car Dealer’ 
Program.” Upon opening this brochure one finds pictured a fresh-air heater 
| control panel with the following legend: “Here is the new 1955 fresh-air 
eater for your Chevrolets.” 
We have caused a comparison to be made between the fresh-air heater mer- 
ndised as your model No. 675 and the genuine Chevrolet heater merchandised 
Chevrolet Motor division of General Motors Corp., the result of which com- 
parison indicates without doubt that the fresh-air heater and control panel 
pictured in your brochure are pictures of the genuine Chevrolet heater and 


control panel and are not pictures of your fresh-air heater, model No. 675, and 


mtrol panel which accompanies the same. 

In other words, your model No. 675 heater and control panel are not as illus 
trated in the brochure. This action on your part, whether intentional or not, 
is a misrepresentatition of vour merchandise to Chevrolet dealers. 

Accordingly, formal demand is hereby made that you recall and discontinue 
he use of the aforementioned brochure and any other brochures picturing the 
genuine Chevrolet heater, control panel, and related parts in representing your 
model No. 675 to Chevrolet dealers and others. 

May we please have your written assurances in this respect immediately. 

Very truly yours, 
Henry M. HoGan, General Counsel. 

On March 3, 1955, was merely a followup letter for a reply. 

(The letter referred to follows :) 

Ki. L. Scnorreip, INc., 
Rockford, Iu. 

GENTLEMEN: May I please have a reply to my letter of February 16, 1955, 
which called your attention to the brochure distributed by you to Chevrolet 
dealers in connection with the merchandising of your model 675, 12-volt system 
heater. The pictures in this brochure were not those of your model 675, but 
rather are pictures of the genuine Chevrolet heater and control panel. 

Very truly yours, 
Henry M. HoGan, General Counsel. 

Mr. Briwenstine. On March 8, 1955, Mr. Marshall, who is the 
attorney for Schofield, representing himself as such for the first time 
in the letter of March 8, wrote Mr. Hogan as follows: 


te E. L. Schofield, Ine. 


DeaR Mr. aaa Your letters of February 16 and March 8 to the above 
company have been referred to us for attention. The advertising matter in- 
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cluded in the subject brochure is under investigation and we expect to have 
sufficient information very shortly for a full report to you. 

As soon as we have this information we will contact you immediately. 

Again on March 16, Mr. Marshall wrote to Mr. Hogan stating he 
would be in the city of Detroit either Wednesday or Thursday of the 
following week and asked for an appointment. 

Mr. Chairman, I talked with him on the telephone immediately 
after that, and we arranged an appointment. 

(The letter referred to follows:) 

Re E. L. Schofield, Ine. 

DeAR Mr. Hocan: Pursuant to my letter of March 8 in regard to the fore 
going, I have to be in Detroit either Wednesday or Thursday of next week and 
wonder if your schedule would permit an appointment with you on one of these 
days. If thts is possible, I would appreciate knowing on which day and at what 
time, at your convenience. 

Mr. Brwwenstine. On March 24, 1955, Mr. Marshall visited Mr. 
L. H. Bridenstine of the legal staff of General Motors Corp. and 
admitted to Mr. Bridenstine that E. I. Schofield, Inc., was in error 
in using a picture of the Chevrolet fresh-air heater in advertising the 
Schofield Model 675, 12-volt system heater. He told Mr. Bridenstine 
that they were discontinuing all of these brochures and a new brochure 
showing the Model 675, 12-volt system heater was being distributed 
to recipients of the earlier brochure. A copy of the new brochure 
is attached, and again, Mr. Chairman, there is the original of the 
new brochure. Photostats, of course, are attached to the statement. 

(The brochure referred to was received as an exhibit, and is on file 
with the committee.) 

Mr. Bripenstine. At the time Mr. Marshall—at the time of this 
meeting on March 24, 1955—Mr. Marshall advised me that Mr. Scho- 
field had received complaints from his salesmen and sales representa- 
tives to the effect that Chevrolet dealers could not purchase Chevro- 
let motor vehicles without factory-installed heaters. He gave me a 
copy of reports allegedly furnished by Schofield salesmen. I there- 
upon handed Mr. Marshall a copy of a Federal Trade Commission 
cease-and-desist order against General Motors Corp. (FTC Docket 
3152) which had been entered on November 12, 1941, over 13 years pre- 
vious, and asked Mr. Marshall to read it. 

When he had done so, Mr. Marshall was informed by Mr. Briden- 
stine that General Motors would be very much interested in knowing 
the names of the dealers and the General Motors personnel involved 
in the reports, because if these incidents had occurred they were con- 
trary to the policy of General Motors Corp. and contrary to the cease- 
and-desist order. 

At the same time, however, I suggested the possibility that if any 
such representations had been made by Chevrolet dealers to Schofield 
iene: they were probably intended as a means of discouraging 
the salesmen. I stated further that until we were given the names of 
the Chevrolet dealers and the Chevrolet personnel involved, we were 
not in a position to effectively investigate the matter. Mr. Marshall 
did not supply the names or identity of any of the dealers or Chevrolet 
employes. 

I did not have an extra copy of the cease-and-desist order at hand 
and asked Mr. Marshall to make a note of the docket number, and 
he stated to me he would obtain a copy if he required one on his 
return to Chicago. 
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Phe committee will recall that Mr. Schofield implied that his attor- 
eys advised him about the cease-and-desist order and then prepared 
in abstract of reports furnished by Schofield salesmen and then this 
ibstract was later furnished to Mr. Bridenstine, myself, in a personal 
nterview on March 24, 1955. I want to make the fact very plain on 
the record that I voluntarily advised Mr. Marshall of the existence— 
Mr. Marshall, the attorney for Schofield—of the existence of the 
ease-and-desist order, and of our interest in finding out the people 
nvolved. 

On April 8, 1955, Mr. Marshall wrote the attached letter to General 
Motors Corp., acknowledging that Schofield was discontinuing the 
brochure which showed the picture of the Chevrolet heater. It is a 
short letter, and I had better read it. It is to Henry M. Hogan and is 
as follows: 

Re E. L. Schofield, Inc. 

DeaR Mr. Hocan: This will acknowledge your letters of February 16 and 
March 3, 1955, in regard to the advertising brochure distributed by E. L. Scho- 
field, Inc., illustrating the Schofield model 675 heater for the 1955 Chevrolets. 


this same matter was taken up and discussed with Mr. L. H. Bridenstine on 
Thursday, March 24. 

As was explained to Mr. Bridenstine, we have been informed that the brochure 
f which you complained was discontinued immediately upon receipt of your 
rst letter and copies of the enclosed were sent to recipients of the first brochure. 

On April 15, 1955, E. L. Schofield, Inc., sent a telegram to all officers 
and directors of General Motors Corp. On April 25, 1955, Mr. Hogan 

rote to E. L. Schofield, Inc., answering the telegram. On the same 
date Mr. Hogan wrote to Mr. Marshall, the attorney for E. L. Scho- 
field, Inc., again reciting our request that Mr. Schofield be informed 
that we were interested in knowing the names of the Chevrolet dealers 
and General Motors personnel involved in the charge that Chevrolet 
motor division would not accept orders for motor vehicles without 
factory-installed heaters. Copies of this correspondence are at- 
tached. I will read any parts you might wish read, Mr. Burns, not 
the telegram, but I do want to read the letter to Mr. Marshall, attorney 
for Mr. Schofield. 

I believe the telegram is already in the record, am I correct on that, 
Mr. Burns? 

Mr. Burns. I believe it is. 

Mr. McHvau. I believe so; yes. 

Mr. Bripenstine. I know that our reply to Mr. Schofield is in the 
record. I might read that. It is dated April 25, 1955, written by 
Mr. Henry M. Hogan, general counsel : 


This will serve as an acknowledgment of your telegram of April 15, 1955, copies 
of which were sent to members of the board of directors of General Motors Corp. 

It is not the policy of General Motors Corp. to require Chevrolet dealers to 
purchase and deal exclusively in any General Motors accessories or products 
including heaters. 

Also, it is not the policy of the corporation to equip all 1955 Chevrolet pas- 
senger cars and trucks at the factory with General Motors heaters. 

Each Chevrolet car is manufactured against a dealer’s order. If a heater is 
specified, it is installed; if a heater is not specified, it is not installed. A dealer 
may order Chevrolet cars with or without heaters installed at the factory. 

All of the foregoing has been well known, and, we believe, well understood by the 
public, our dealers, and our sales organization. In the course of regular surveys 

of our business operations and relationships, deviations from our normal course 
of dealing as set forth above have not been a problem. In addition, communica- 
tions which we receive regularly from the public and our dealers have not indi- 
ated that the facts are otherwise than noted above. 
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Our investigation of practices in the areas mentioned by you, as a result of your 
telegram, does not reveal any basis for the charges presented by you. However, 
if you have any specific information and facts, relating to specific instances, we 
would appreciate receiving the same and we will investigate the matter further 
to determine the facts in each specific case. 

I should point out, however, that Chevrolet Motor division will continue to 
aggressively and honestly promote the sale of its heater which, in the opinion ot 
Chevrolet engineers, is the best available for Chevrolet vehicles. 


On the same date, over the signature of Henry M. Hogan, general 
counsel, we wrote a letter to W. J. Marshall, Jr., the E. L. Schofield at- 
torneys, Haight, Goldstein & Haight in Chicago: 


Dear Mr. MARSHALL: This will acknowledge your letter of April 8, 1955, which 
Was written to confirm your conversation of Thursday, March 24, 1955, with Mr. 
L. H. Bridenstine of this office. 

Under date of April 15, 1955, E. L. Schofield, Inc., sent the following telegran 
to all members of the board of directors of General Motors Corp. : 

‘This company is manufacturer of automobile and truck heaters. Commencing 
in 1955 we are unable to sell heaters for installation in Chevrolets. Our investi 
gation discloses that zone and district managers in Boston, Chicago, and othe: 
major metropolitan areas will not accept or process orders for 1955 Chevrolets 
without factory-installed heaters. Asa result this market for our sales has been 
completely dissipated. We would like written reply within 10 days whether or 
not it is GM policy to require Chevrolet dealers to purchase and deal exclusively 
in GM heater accessories and whether or not it is GM policy to equip all 1955 
Chevrolet passenger cars and trucks at the factory with GM heaters. Suggest 
that if this is not GM policy that copies of the requested reply be forwarded to 
GM zone managers (copies to directors).” 

I have sent the attached letter to E. L. Schofield, Inc., in reply to their tele- 
gram. 

I should like to repeat the request which Mr. Bridenstine asked you to convey 
to Mr. Schofield when you were here on March 24, 1955, namely, that we would be 
interested in knowing the names of the dealers and General Motors personnel in 
volved in the excerpts from correspondence set out in the memorandum dated 
March 23, 1955, copy of which you left with Mr. Bridenstine. As stated to you, 
such incidents, if they exist, are contrary to the policy of General Motors Corp. 


Copies of this correspondence is attached. 


On May 20, 1955, General Motors received an undated letter from Mr. Marshall 
giving us the names of five Chevrolet dealers who, according to Mr. Marshall, 
advised Schofield salesmen that they had been unable to obtain 1955 Chevrolets 
without heaters. The dealers named were: Nelson Chevrolet, Inc.; Lewis Auto 
Sales, Inc.; and Ray O’Connell Motor Co., all of Chicago, Ill.; H. T. Mulry 
Chevrolet of Providence, R. I., and Seymour Chevrolet, Inc., of Cambridge, Mass. 
Mr. Marshall also named Mr. H. Messer, Chevrolet zone manager in Chicago; 
Mr. R. B. Lyman, Chevrolet zone manager in Kansas City, Mo.; Mr. C. Chauvin, 
Chevrolet district manager—not zone manager—in St. Louis, and Mr. C. Glock, 
Chevrolet zone manager in Boston, Mass., as being employees of Chevrolet who 
would not accept orders for Chevrolet passengers cars without heaters. With 
this information at hand, we immediately caused an investigation to be made 
and each of the dealers named and each of the zone managers flatly denied the 
charge. While this investigation was being made we received a telegram dated 
June 14, 1955 and a followup letter dated June 21, 1955 from Mr. Marshall. On 
June 23, 1955 Mr. Henry M. Hogan answered Mr. Marshall’s undated letter. 
Copies of this correspondence are attached: 


I would like to read Mr. Hogan’s reply to Mr. Marshall on June 23. 
This is to Mr. W. J. Marshall, Jr., Haight, Goldstein and Haight, 
Chicago, Illinois, over the signature of Henry M. Hogan, general 
counsel : 

DeaR Mr. MARSHALL—— 

Mr. Burns. Suppose you read the undated letter first, and then the 
acknowledgment. 
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Mr. Bripenstine. This letter is on the letterhead of Haight, Gold- 
tein & Haight, lawyers in Chicago, Ill. It is addressed to Mr. Henry 
VI. Hogan, general counsel, “Re KE. L. Schofield, Inc.” It is over the 


enature of Mr. W. J. Marshall, Jr. 


aR Mr. HoGan: This will acknowledge your letter of April 25 enclosing a 
f your letter of the same date to E. L. Schotield, Inc., in regard to general 

es policy on the 1955 Chevrolet passenger cars 
On Mareh 24 in conference with Mr. Bridenstine I gave him a memorandum 
<cerpts from correspondence from Schofield representatives and Chevrolet 
ers dated March 238, 1955. According to the information available to us, 
hevrolet dealers were not being permitted to purchase 1955 Chevrolet auto- 

‘iles without the General Motors factory-installed heaters. If these prac- 

s were being carried out in the field, it is apparent, of course, that they would 

trict the Schofield sales program to the Chevrolet dealers. Mr. Bridenstine 
gested that the mere fact that the Chevrolet dealers were not buying Scho- 
heaters and proffering to the Schofield representatives as the reason there- 
that the dealers could not obtain cars without heaters did not constitute 
that this restrictive policy was being pursued. He suggested that the 
ers may have offered this as a reason for not purchasing the Schofield 
ters, While the real reason might be that the dealers themselves did not want 
participate in the installation and sales of Schofield heaters. 
At that time I told Mr. Bridenstine that I could understand that his reason- 
muld be correct, but, in this instance I could not understand why dealers 
purchase Schofield heaters in rather substantial numbers and then at- 
to return them to the factory at a loss after holding them in stock several 
hs, 
Subsequent to my conference with Mr. Bridenstine, I personally made calls with 
Schofield representative on several of the largest Chevrolet dealers in the 
ago metropolitan area. On this tour we found that the following dealers 
1utomobile leasing companies, among others in this area, were interested 
ising the Schofield heaters. However, we were informed by a representa- 
f each of these companies that they have been unable to obtain any 1955 
Chevrolets without heaters: Nelson Chevrolet, Inc., 1002 West Diversey; Lewis 
\uto Sales, Inc., 3400 West Ogden; Ray O'Connell Motor Co., 4625 West Madi- 

Ideal Rent-A-Car Co., 3646 North Broadway, and B & L Motors, 5026 
Vest North Avenue. 

Some of the above, as mentioned before, have the Schofield heaters on hand 
some are now attempting to return them to the factory for the reason stated 
ve. The Schofield representative here in Chicago informed me that the Gen- 
Motors zone Manager, Mr. Messer, has refused to accept, from any of the 

orders for 1955 Chevrolets unless the orders specify factory-installed 











ters 
ording to your letter of April 25, 1955, to E. L. Schofield, each Chevrolet 
is manufactured against the dealer’s order and if a heater is specified it is 
talled, but if a heater is not specified it is not installed. You also state in 
same letter that “a dealer may order Chevrolet cars with or without heaters 
stalled at the factory.” This may be the announced policy, as noted in your 
1 etter, but if the General Motors representatives refuse to accept orders, as noted 
e, unless such orders specify factory-installed heaters, this announced policy 
hecomes a nullity. 


' In the Kansas City and St. Louis areas the Schofield representatives, having sold 
Schofield heaters to Chevrolet dealers, encounter the identical situation and 
port that the dealers cannot receive 1955 Chevrolets without heaters due to 


ction of R. B. Lyman and C. Chauvin, zone managers in those localities. 
are not free to give you the names of these dealer accounts at this time, 
s it has been requested that they not be revealed. 
In the Boston and New England district, Schofield has shipped numerous 


: eaters to various Chevrolet dealers, some of whom are now holding these 
heaters or attempting to return them to Schofieffl claiming that they cannot 


obtain Chevrolets without factory-installed heaters. We are informed that this 
is been a result of action taken by Mr. Cornelius Glock, Chevrolet zone manager 
n that area. One of these dealers is H. T. Mulry Chevrolet, Providence, R. L., 
vhich ordered the Schofield heaters and refused to accept shipment stating 
at when originally purchased it was under the impression that it could order 
itomobiles though with or without equipment desired. Subsequently, this 
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company claims that it has been advised that the 1955 Chevrolet production 
procedure included the insertion of a heater in each car. 

A further situation involves Seymour Chevrolet, Inc., Cambridge, Mass. This 
account has been unsuccessful in securing 1955 Chevrolets without heaters, 
refuses to pay for Schofield heaters ordered aiid delivered, and threatens to sue 
Schofield on grounds of misrepresenting that it ould buy 1955 Chevrolets without 
heaters. 

We have not made an investigation as to whether or not the general public 
is cognizant of your general policy announced in your letter of April 25. It is 
evident, however, from the instances we have reported as well as many others 
of like nature that your general policy is cert: nly not well understood by your 
dealers and your own sales organization. Your assurance is, therefore, requested 
that sufficient action has been taken to correct this situation. 


Now, the reply to that letter is over the signature of Mr. Hogan. 
The letter is dated June 23, 1955, addressed to Mr. W. J. Marshall, 
Jr., Haight, Goldstein & Haight, Chicago, Ill. 


Dear Mr. MAarsHati: This will serve as acknowledgment of your undated 
3-page letter, written during the month of May, outlining certain instances 
wherein Chevrolet dealers have apparently stated that they have been unable 
to obtain any 1955 Chevrolets without heaters. 

Upon receipt of your letter, we requested Chevrolet Motor division to make 
an investigation of the charges outlined therein. Each member of the Chevrolet 
organization mentioned in your letter is thoroughly acquainted with the policy 
of General Motors Corp., as mentioned in our letter of April 25, 1955, to E. L. 
Schofield, Inc., a copy of which was sent to you. From the reports we have 
received, each of these Chevrolet representatives state that they have not and 
do not refuse to accept any order from a dealer for a Chevrolet passenger car 
without a factory-installed heater. By the same token, however, these repre- 
sentatives do aggressively sell the merits of the Chevrolet heater and the 
advantages to the dealers of having the heater installed at the factory. 

I do not believe it is necessary to go into each of the specific instances men- 
tioned in your letter, but our investigation indicates that where there has been 
a misunderstanding between a Chevrolet dealer and a Schofield sales representa- 
tive, it appears to have resulted from some misrepresentation or misinformation 
last fall prior to the announcement of the new Chevrolet models when the Scho- 
field representatives either implied or represented to Chevrolet dealers, at a 
time when heaters were in short supply, that the new Chevrolet cars would not 
have factory-installed heaters. 

I do not make the above statement as any charge against any Schofield repre 
sentative, but you should know that this seems to be the pattern of explanation 
on the part of the majority of the Chevrolet dealers mentioned in your letter 

In conclusion, I wish to advise that the trade practices outlined in your un- 
dated letter are not the trade practices of Chevrolet Motor division. The prac- 
tices of Chevrolet Motor division are in line with the policy mentioned in our 
letter of April 25, 1955, to E. L. Schofield, Inc. 

Very truly yours, 
Henry M. HoGan, General Counsel. 

Now continuing with the statement: 

In view of the conflict in the testimony, and in view of the serious- 
ness of these charges made against General Motors Corp., it is sug- 
gested that this committee call Nelson Chevrolet, Inc.; Lewis Auto 
Sales, Inc.; Ray O’Connell Motor Co.; H. T. Mulry Chevrolet; and 
Seymour Chevrolet, Inc., as witnesses. You have our assurance that 
Messrs. Lyman, Chauvin, Messer, and Glock are available to this 
committee at any time. 

Mr. Schofield also stated in this record that he contacted Mr. Brandt, 
of Aetna Motor Products Co., of Boston, Mass., to discuss a new switch 
for the Schofield 1956 heater and he was advised by Aetna that they 
could not supply him with switches because the purchasing depart- 
ment of Harrison Radiator Division warned him that if Aetna should 
supply switches to any other heater manufacturer, General Motors 
Corp. would cancel its business with them. 


Bo DEN 
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We have caused this charge to be investigated and Mr. Brandt, of 
\etna, advises us that he did have a telephone call from Mr. Schofield 
e week of November 14, 1955. Mr. Se — ld asked Aetna to supply 
» particular switch which is currently being purchased from Aetna 

Harrison Radiator Division for use on the Chevrolet model HDC 
5-56 heater. Mr. Brandt advised Mr. Schofield that the tooling for 

s heater switch had been paid for by General Motors Corp. 

Mr. Schofield requested permission to purchase a duplicate set of 
— Mr. Brandt stated to Mr. Schofield that Harrison Radiator 

ision and Chevrolet Motor Division had spent considerable time on 
gineering this particular switch and that, as a matter of business 
Aetna would not supply to anyone else any part which had 

een spec ially tooled and designed for a particular customer. 

With reference to Mr. Schofield’s statement that Mr. Brandt advised 

im that General Motors had ordered them not to sell switches to any 
of our competitors, Mr. Brandt has stated that this is an absolute 
falsehood. Moreover, there is no truth in the statement that Mr. 
Brandt further advised Mr. Schofield that if Aetna were to sell to 
ompetitors of General Motors that General Motors would cancel 
their orders with Aetna. Mr. Brandt advised us that Aetna is cur- 
rently selling switches to customers other than General Motors, in- 
cluding competitors of General Motors, and that within the past year 
\etna has sold switches to E. L. Schofield, Inc., which were made from 
. common tooling. 

Here again, in view of the seriousness of the charges made by Mr. 
Schofield, this committee should call on Mr. Brandt to appear as a 
witness in order that this record may reflect the truth. At the same 
time, I wish to assure the committee that any witnesses required from 
Harrison Radiator division in connection with this matter will be 
furntshed at the convenience of the committee. 

The record in this hearing indcates that Mr. W. W. Brown, a sales- 
man for E. L. Schofield, Inc., was sworn as a witness and gave testi- 
mony under oath that a number of Chevrolet dealers in the Chic: ago 
arent had told him they could not order Chevrolet passenger cars 
without factory-installed heaters. However, none of these dealers 
were named. 

I suggest that this committee secure the names of all these Chevrolet 
dealers in the Chicago area and call them as witnesses to testify on this 
matter. General Motors is just as anxious to seek out the truth on 
these charges as is this committee. We cannot defend ourselves 
against such unsupported charges. We are vitally interested in get- 
ting at the bottom of these charges. While we have no reason to doubt 
any of our employees, we believe the appearance of these dealers and 
employees of Chevrolet before this committee will establish whether 
the members of our own organization have misinformed us, whether 
the dealers have misinformed Mr. W. W. Brown, or whether Mr. 
Brown has misinformed this committee. 

This matter is of major importance to General Motors for the reason 
that we have endeavored in every instance to explicitly comply with 
the provisions of the cease-and-desist order. I mentioned earlier, this 
order was entered on November 12, 1941, and modified on June 25, 

1942, and our report of compliance was filed on September 22, 1942. 


The Federal Trade Commission accepted the report on October 12, 
1942. 
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There is another paragraph which I think is important in this 
matter, too. 

Mr. Burns. What page is that on? 

Mr. Brivenstine. It is on page 66, the first paragraph at the top. 

Mr. Burns. And the entire intervening pages will be included in 
the record as though read at this time. 

Mr. Bripenstine. Fine. 

(Pp. 58 to 65, inclusive, are as follows :) 

At the beginning of 1948 General Motors voluntarily undertook to 
again inform its personnel of the order and to remind them of the 
importance of complying with the order. On January 22, 1948, Mr. 
M. E. Coyle, then an executive vice president of General Motors Corp., 
advised the general managers of the car divisions, and the latter ad- 
vised their personnel of the terms of the order and the requirement 
that the order be complied with explicitly by all personnel. A copy 
of Mr. Coyle’s letter is attached : 


GENERAL Morors Corp. 
No 
Subject: Federal Trade Commission cease-and-desist order. 
To: General managers. 
JANUARY 22, 1948. 

In a complaint filed in 1937, the Federal Trade Commission alleged that the 
corporation and its car divisions had indulged in certain practices questionable 
under the antitrust laws in connection with the sale of parts and accessories to 
ear dealers. Hearings were held in a number of cities throughout the country 
and, based on its findings, the Commission issued a cease-and-desist order on 
June 25, 1942. 

The corporation and its divisions have always subscribed to the principle of 
aggressively merchandising the products of General Motors Corp. by sound 
ethical business practices and at no time have knowingly permitted coercive 
business practices. Consequently, in complying with this cease-and-desist order, 
it is imperative that each employee fully understand his responsibility for so 
conducting himself in his contact with dealers, distributors, and their employees 
that no hint or suggestion of intimidation or coercion ever enters into such 
relationships. 

While the cease-and-desist order was directed against the car divisions of the 
corporation, it should be reviewed and understood by all corporation personnel 
(especially new people who have been employed since June 1942) who have the 
responsibility of supervising and contacting any of the corporation’s dealers, 
distributors, or their employees. 

Attached is a copy of the cease-and-desist order and a letter of explanation 
which can be used by the divisions for distribution to their sales organizations. 

M. E. Coy.r, 
Executive Vice President. 

Copies for: General operating officers, group executives, staff executives, heads 

of staff sections, divisional comptrollers. 


SUGGESTED LETTER 


Subject: Complaint of FTC versus GMC, cease-and-desist order re 
sale of parts and accessories to dealers. 


In a complaint filed in 1937, the Federal Trade Commission alleged 
that the corporation and its car divisions had indulged in certain 
practices questionable under the antitrust laws in connection with the 
sale of parts and accessories to car dealers. Hearings were held in a 
number of cities throughout the country and, based on its findings, 
the Commission issued a cease-and-desist order on June 25, 1942. 


ee Rae Re 
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The corporation and its divisions have always subscribed to the 
11 inciple of aggressively merchandising the products of General Mo- 


tors Corp. by sound ethical business practices and at no time have 
nowingly permited coercive business practices. Consequently, in 
complying with this cease-and-desist order, it is imperative that each 
employee fully understand his responsibility for so conducting him 
self in his contact with dealers, distributors, and their employees 
that no hint or suggestion of intimidation or coercion ever enters into 
such relationships. 

While the cease-and-desist order was directed against the car divi- 
sions of the corporation, it should be reviewed and understood by 
all corporation personnel who have the responsibility of supervising 
and contacting any of the corporation’s dealers, distributors, or their 
employees. 

In its complaint, charges were made by the Commission under two 
ounts, which may be summarized as follows: 


COUNT NO. 1 


( harges that the corporat ion and the ear divisions 

(a) By intimidation, coercion, and so forth, compelled dealers 
to purchase accessories and supplies for use on General Motors 
cars, from the corporation and the car divisions. 

(6) As part of such intimidation, and so forth, shipped dealers 
automobiles equipped with accessories not ordered and shipped 
accessories and supplies (not attached to the car) not ordered. 

(c) Threatened cancellation unless dealers accepted and paid 
for such accessories and supplies not ordered. 

(¢) Canceled franchises with dealers as a part of such intimi- 
dation, and so forth, because of refusal of said dealers to accept 
unordered accessories and supplies. 

Charges that the corporation and the car divisions by use of such 
practices and methods 

(a) Diverted substantial trade from other manufacturers of 
accessories and supplies. 

(6) Deprived said competitors of «a market. 

(c) Did substantial Injury to substantial competition. 

(72) Tended unduly to create a monopoly in automobile acces- 
sories and supplies. 

The provisions of the order, as they apply to the charges made under 
count No, 1, require the corporation and the car divisions to cease 
; and desist from: 
(1) Requiring automobile dealers in connection with contracts 
or franchises or selling agreements with said automobile dealers for 
the sale of new motor vehicles, by means of intimidation or coercion, 


; to purchase or deal in accessories or supplies sold and distributed by 

the respondents, or by anyone designated by them, for use in and on 
automobiles sold by the respondents. 

(2) Canceling, or directly or by implication threatening the can 

1 cellation of, any contract or franchise or selling agreement with 
e automobile retail dealers for the sale of new motor vehicles. because 
? of the failure or refusal of such dealers to purchase or deal in acces 
3 


sories or supplies for use in and on automobiles manufactured or sold 


Viieieans: 
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by the respondents, sold and distributed by the respondents, or by 
anyone designated by the responde nts. 

(3) Canceling, or directly or by implication threatening the can- 

‘lation of, any contract or fr anchise or selling agreement with 
acute retail dealers for the sale of new motor vehicles, for pur- 
chasing or dealing in accessories or supplies for use in and on auto 
mobiles sold by the respondents, not obtained from respondents or 
from any other source designated by the respondents. 

(4) Shipping accessories or supplies for use in and on automobiles 
sold by the respondents without prior orders therefor, or canceling, 
or directly or by implication threatening the cancellation of any 
automobile retail dealer contract or france shise or selling agreemnt for 
the sale of new motor vehicles, because of a failure or refusal to accept 
accessories or supplies for use in and on automobiles sold by the 
respondents shipped without prior order. 

(5) Refusing or threatening to refuse, to deliver automobiles to 
automobile retail dealers in connection with contracts or. franchises 
with said automobile retail dealers for the sale of new motor. vehicles 
because of a failure or refusal of such dealers to purchase or deal in 
accessories or supplies for use in and on automobiles sold and distrib- 
uted by the respondents, or by anyone designated by them. 

(6) ‘The use of any system or practice, pla in, OF method of doing busi- 
ness, for the purpose, or having the effect of coercing or intimidating 
automobile retail dealers who have contracts or selling agreements 

franchises of the respondents for the sale of new motor vehicles 
into purchasing or dealing in accessories or supplies manufactured or 
supplied by the respondents, or by anyone designated by them, for use 
in and on automobiles sold by the respondents. 

These provisions of the order are clear and distinct and there seems 
to be no necessity to write at length as to the meaning of and appli- 
cation of each item. However, please note carefully the wording of 
the last one (No.6). This provision does not mean that the merchan- 
dising plans and procedures, as such, which were used prior to the 
issuance of the order by the Federal Trade Commission, were or are 
prohibited. 

For example, the Commission did not object to the monthly parts 
order pad as such, but alleged that the pad had been used as a check 
to determine whether parts had been purchased from other sources, 
and further alleged that pressure was brought to bear on the dealer 
to make all such purchases from the factory. The use of the pad 
for such alleged purpose is prohibited. Similarly, the use of any 
other merchandising plan for coercive purposes is prohibited. There 
is nothing in this modified order, however, that prevents or prohibits 
us from doing an aggressive selling job on parts and accessories, but 
we must make certain that the entire organization does a selling job 
and that no member of our organization uses methods of intimidation 
or coercion as a substitute for salesmanship. 


COUNT NO. II 
Under this count the Commission charges that the effect of the 
former clause in the selling agreement w hereby the dealer agrees— 
* * * that he will not sell, offer for sale, or use in the repair of Chevrolet 


motor vehicles and chassis, second hand or used parts or any part or parts 
not manufactured by or authorized by seller or manufacturer * * * 








1e 


et 
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iy be or may have been to substantially lessen competition, or tend 

create a monopoly. 

In view of the Commission’s criticism, this clause was revised and in 
car division selling agreements the clause now reads as follows: 


Dealer agrees that he will not sell, offer for sale, or use in the repair of 

Chevrolet motor vehicles and chassis, as genuine new Chevrolet repair parts, 
y part or parts which are not in fact genuine new Chevrolet repair parts as 
fined herein. 


Under the revised clause we do not require the dealer to use only 
senuine parts in the repair of Chevrolet passenger cars and trucks, 
but we do reserve the right to protect the car owner against any mis- 
representation by the dealer that he is using genuine parts when 
ictually such is not the case. 


UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 


regular session of the Federal Trade Commission, held at its office in 
the City of Washington, D. C., on the 25th day of June A. D. 1942 


Commissioners: William A. Ayres, Chairman, Garland 8S. Ferguson, Charles H. 
larch, Edwin L. Davis, Robert E. Freer. 


—E MATTER OF GENERAL Morors CoRPORATION AND GENERAL Motors SALES 
CORPORATION 


Docket No. 3152 
MODIFIED ORDER TO CEASE AND DESIST 


his proceeding having been heard by the Federal Trade Commission upon 
e complaint of the Commission, the answers of the respondents, testimony, 
other evidence taken before John L. Hornor and W. W. Sheppard, trial 
examiners of the Commission theretofore duly designated by it, in support of 
» allegations of the complaint and in opposition thereto, report of Trial Ex- 
niner W. W. Sheppard upon the evidence and exceptions filed thereto, briefs 
d in support of the complaint and in opposition thereto, and oral arguments 
f counsel; and the Commission having made its findings as to the facts and 
ts conclusion that said respondents have violated the provisions of the Federal 
de Commission Act and have violated the provisions of that certain act of the 
Congress of the United States entitled, “An Act to supplement existing laws 
gainst unlawful restraints and monopolies, and for other purposes,” approved 
October 15, 1914, commonly known as the Clayton Act, and the Commission 
having issued its order herein to cease and desist on November 12, 1941, and 
he respondent having filed with the Commission on June 11, 1942, its request 
modification of said order; 
IS ORDERED that the respondents, General Motors Corporation, a corpora- 
n, and General Motors Sales Corporation, a corporation, and their respective 
fficers, agents, representatives, and employees, directly or through any corporate 
other device, in connection with the offering for sale, sale and distribution of 
itomobile accessories, automobile supplies, and other similar products in 
merce as “commerce” is defined in the Federal Trade Commission Act, do 
orthwith cease and desist from: 
(1) Requiring automobile dealers in connection with contracts or franchises 
‘ selling agreements with said automobile dealers for the sale of new motor 
vehicles, by means of intimidation or coercion, to purchase or deal in accessories 


or supplies sold and distributed by the respondents, or by anyone designated by 
them, for use in and on automobiles sold by respondents. 


(2) Cancelling, or directly or by implication threatening the cancellation of, 
ny contract or franchise or selling agreement with automobile retail dealers 
for the sale of new motor vehicles, because of the failure or refusal of such 
lers to purchase or deal in accessories or supplies for use in and on automo- 
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biles manufactured or sold by the respondents, sold and distributed by 
respondents, or by anyone designated by the respondents. 

(3) Cancelling, or directly or by implication threatening the cancellation o 
any contract or franchise or selling agreement with automobile retail dealers 
for the sale of new motor vehicles, for purchasing or dealing in accessories o1 
supplies for use in and on automobiles sold by the respondents, not obtained 
from respondents or from any other source designated by the respondents. 

(4) Shipping accessories or supplies for use in and on automobiles sold by 
the respondents without prior orders therefor, or cancelling, or directly or b) 
implication threatening the cancellation of any automobile retail dealer contract 
or franchise or selling agreement for the sale of new motor vehicles, because otf 
a failure or refusal to accept accessories or supplies for use in and on automobil 
sold by the respondents shipped without prior order. 

(5) Refusing or threatening to refuse to deliver automobiles to automobil 
retail dealers in connection with contracts or franchises with said automobile 
retail dealers for the sale of new motor vehicles because of a failure or refusa 
of such dealers to purchase or deal in accessories or supplies for use in and o! 
automobiles sold and distributed by the respondents, or by anyone designated b 
them. 

(6) The use of any system or practice, plan, or method of doing business, for 
the purpose, or having the effect, of coercing or intimidating automobile retail 
dealers who have contracts or selling agreements or franchises of the respondents 
for the sale of new motor vehicles into purchasing or dealing in accessories or 
supplies manufactured or supplied by the respondents, or by anyone designated 
by them, for use in and on automobiles sold by the respondents. 

Ir IS FURTHER ORDERED that the respondents, General Motors Corporation, 
corporation, and General Motors Sales Corporation, a corporation, and the 
respective officers, agents, representatives, and employees, directly or throug! 
any corporate or other device, in connection with any franchise or agreement 
for the sale of automobiles or in connection with the sale, or making of an) 
contract for the sale of, automobile parts in commerce as “commerce” is defined 
in that Act of Congress entitled, “An Act to supplement existing laws against 
unlawful restraints and monopolies, and for other purposes,” approved Octobe: 
15, 1914, commonly known as the Clayton Act, do forthwith cease and desist 
from: 

(1) Entering into, enforcing, or continuing in operation or effect, any fran 
chise or agreement for the sale of automobiles, or any contract for the sale of, 
or selling automobile parts in connection with contracts or franchises or selling 
agreements with automobile retail dealers for the sale of new automobiles on 
the condition, agreement, or understanding that the purchasers thereof sha! 
not use or sell automobile parts other than those acquired from the respondents, 
unless such condition, agreement, or understanding be limited to automobil: 
parts necessary to the mechanical operation of an automobile, and which ars 
not available, in like quality and design, from other sources of supply. 

Ir IS FURTHER ORDERED that the respondents shall, within thirty (30) days 
after this modified order becomes final, file with the Commission a report in 
writing, setting forth in detail the manner and form in which they have complied 
with this modified order. 

By the Commission. 

(Signed) Otis B. Johnson, 
Ortts B. JOHNSON, 
Secretary 


(Unread portions of General Motors replacement parts statement 
follow :) 
PRICING 


Some of the witnesses produced by the committee staff have made irresponsibl 
statements to confuse the record, and to create the impression that there is some 
thing sinister in the effort of General Motors to make our replacement parts 
available everywhere to the motoring public who operate General Motors vehicles 

We are accused of price fixing. Yet the prices we are accused of fixing art 
the prices of our own products. We are not accused of joining with competition 
in fixing prices. The complaint seems to be that the public would be bette 
served if General Motors let the independent parts manufacturers establish the 
prices of General Motors replacement parts and if General Motors followed the 
prices so fixed. I am convinced, however, that this view does not reflect the 


M 
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of the independent parts manufacturers themselves, and I feel certain 
would not subscribe to this philosophy. I know General Motors would 
no part of it. 
We are accused by Mr. Halfpenny of establishing low discounts and high prices 
so-called captive items in order to subsidize high discounts and low prices on 
s competitive with independent manufacturers. This misstatement of our 
ng policy is entirely without foundation. In the first place the word 
tive’ in referring to a class of parts is strange terminology in General 
rs. The witnesses describe a “captive” item as a part which is distributed 
by the vehicle manufacturer, and not manufactured and distributed by in 
pendent manufacturers and wholesalers. By their own definition then, 
parts are those items which the independent manufacturers do not 
manufacture, either because the tooling cost is too high, or the volume 
ow to be profitable. In other words, if these items are “captive” it is only 
e the independents have elected to make them “captive.” 
hile there may be parts among the thousands of automotive replacement parts 
ked by General Motors for General Motors cars where the list price appears 
ch and the discounts appear low, it must be kept in mind that the vast majority 
hese items are slow-moving, low-volume items which must be carried in 
entory over long periods of time to service the requirements of the owners 
General Motors cars. Consequently necessary setup charges, storage, and 
liing expense and other items of cost must be recovered on a lower volume 
-an extended period of time. 
establishing the prices of automotive replacement parts General Motors, as 
nufacturer of automobiles, does and must of necessity take into account 
the customer, that is—the car owners, the garagemen who repair the cars, 
her they be automobile dealers or independent garages or fleet users, and 
e wholesalers; (2) the service parts prices of other car manufacturers and 
s manufacturers; and (3) cost and profit. 
\s a manufacturer we are desirous that the people who drive General Motors 
les enjoy economical transportation. We are desirous that our dealers 
fitably maintain adequate inventories to serve the needs of the car owners who 
ronize them. We are also desirous that all wholesalers handling General 
tors parts profitably maintain adequate inventories to serve the needs of in- 
ndent garages, jobbers, and fleet accounts. In brief, General Motors en- 
vors to price its parts so as to balance the equities of all interested parties. 
Finally, I believe the committee might be interested in a comparison between 
eneral Motors’ prices at the wholesale level and those of competition on several 


epresentative highly competitive items. Accordingly, I am setting out such a 


parison below. These figures do not support the inference of prior witnesses 
t General Motors underprices the market at that level: 
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SCHEDULE 1.—Price comparison at wholesale level 


Parts manufacturers’ published price 
to warehouse distributors 





GM WD _ os 
price 
Base WD | After cash | After volur 
price discount rebate 
1. Exhaust 
Bui SO. 85 $0. 87 $0.85 $0. 85-$0. 7 
Cadilla 92 95 93 G- .& 
Chevrolet {1 42 $1 .41- 
Old hil tt 66 ya) > 
Pont 62 60 50 5Q- 
GM( 60 62 61 6l- 
> Wa 
B i. 22 7.44 7.29 7. 20- 6 
( | s. ON 9.05 X ST 8. 87- 7 
( 1.04 4 1. 0S 4. 08- 3.1 
( 4. 8Y 5. 04 4.94 4.94- 4.4 
| 6. 50 6, 6. 76 6. 76- 6. 
GM‘ 13 +. 97 4.357 4.87-4 
Clu 
B 6. 30 6.17 
( 2.97 2. 91 
O &. 0 7.87 
Por 4. 4 4.84 
i NIC 4.72 4.635 
4. } 
| 1 2 03 2.06 2.02 2. 02 
Chevrolet 1.61 1. 66 1.63 1. 63- 1.4 
oO I i 1.88 1. 93 1.89 1.89- 1.7 
P 1, 96 2. 02 1. 98 1. 98- 7s 
GMC m 2.05 1. 66 1. 63 1. ¢ 1, 4¢ 
5. Muff 
B 3. 94 4.13 4.05 24. 05- 3. 7 
Cadillac ae 2. 89 3. 03 2.97 3 2.97- 2.7 
( let 3. 03 3.17 3. 11 23. 11- 2.8 
Oldsmobile oo 4,92 5.15 5.05 25.05- 4.6 
Pontiac ‘ 3. 53 3. 69 3. 62 23. 62- 3.3 
(PN. o kacitededésankiknata deck snmakenelis 2. 80 2.43 2.35 22. 38- 2.1 


1 Range of price paid after rebate which depends on volume purchased. 
2 Range of quantity discount paid when purchasing up to and including a carload Jot 


SCHEDULE 2.—Price comparison at wholesale level 


Parts manufacturers’ published prices 
to warehouse distributors 
GM WD 








price 
Base WD _ After cash | After volume 
price discount rebate ! 
1. Engine mounting: Buick $1. 58 $1. 42 $1.39 |_- ga 
2. Valve spring: Cadillac a . 23 . 22 22 $0. 22-4). 2( 
3. Pist pin: GMC 41 - 42 41 41- .37 
BS Oldsmobile 5 8. 31 8. 39 8. 22 8. 22-7. 38 
Fan belt: Buick 1.07 1.04 1.02 
6. Radiator hose Pontia 44 . 43 7a Rees ieeias e 
7. Tail pipe: Oldsmobile. 1. 52 1. 59 1. 56 21. 56-1. 43 
8. Exhaust pipe: Chevrolet t 2.13 2.09 22.09-1. 92 
9. Univer ki ‘ 2.44 2.39 ; : 
10. Propel C 7. 29 7.14 anaes 
ll. Ste K 1 Oldsmobile 3. 82 3.74 3. 74-3. 3¢ 
12. Pivot pin repair package: Pontiac 68 . 67 . 67- . 60 
13. Tie rod: ¢ vrolet 2. 38 2. 33 2. 33-2. 09 
1 Range of p paid after rebate which depends on volume purchased. 
2 Range of quantity discount paid when purchasing up to and including a carload lot. 


Mr. Bripenstrne. Moreover, during a 7-month period in 1954 an 
attorney for the Chicago Office of the Federal Trade Commission 
made an extensive inspection of the files and records of General Motors 
Corp. and its car divisions to determine whether General Motors was 
in compliance with the order. General Motors has not received any 
notice of the conclusions reached by the Federal 'Trade Commission 
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this investigation. Pending an outcome of this investigation, I 
ould think that this committee would not consider seriously the 
responsible accusations of witnesses who will not or cannot support 
eir accusations with any evidence. 

Vir. Burns. Mr. Chairman, in view of the fact that General Motors 
orp. considers this matter of major importance, and in view of the 
tatements which have been made, I believe that it is incumbent upon 
e subcommittee to make certain that we have a clear record as to 

has been presented and what the facts are. 

The statement is made on page 16 that one of the more insidious 

irges made at our hearings relate to Mr. Morris, and an example of 

irresponsible character of the testimony is the testimony with 
pect to dealers, whether or not dealers are prohibited from buying 
without these heaters. 

[he first point I wish to make clear is that the subcommittee can, 

ourse, not take responsibility for statements of witnesses, members 

ie general public, who come to testify before it, but it does, as it 
uld, exercise whatever judgment it can in screening witnesses 

0 may appear to be irresponsible or not able to back up what 
ey say. 

Of course, it is ultimately that with which we are bound. 

sut the corporation has stated that in view of the seriousness of 

charge they invite the committee to produce the witness, the 
lers, who are alleged by the witnesses who previously testified, to 

e sti eae that they were unable to buy cars with the heaters, and 

» 47 the statement is made: 


With this information at hand— 


nd that is referring to the names of the dealers mentioned by Mr. 

Marshall in his letter, received on May 20, 1955, Mr. Bridenstine said: 

We immediately caused an investigation to be made and each of the dealers 
ed and each of the zone managers flatly denied the charge. 

Ss Now, the General Motors Corp. has stated, and I believe that they 
sincerely mean it, that they are just as anxious to seek out the truth 
on these chs arges as the committee is. The sy also stated that while they 

ave no reason to doubt any of their employees, they believe the ap- 

pearance of these dealers and employees of Chev rolet before this com- 

mittee will establish whether the members of our own organization 

have misinformed them, the General Motors Corp., or whether the 

lealers have misinformed Mr. Brown of the Schofield Co., or have 
uisinformed this committee. 

Now one of the points which apparently has been considered of 
creat importance is the fear of dealers to testify before this commit- 
tee. When Mr. Curtice was here and heard the present dealers testify. 
| believe we received some assurances there would be no retaliation 
ivainst witnesses who testified. 

Mr. Bridenstine has referred to the fact that Mr. Brown, a salesman 

x Mr. Schofield, was sworn as a witness before this committee and 


Mi testified under oath that a number of Chevrolet dealers in the Chicago 
- ‘a had told him that they could not order Chevrolet passenger cars 
cs vitheal factory installed heaters. However, none of these dealers 
AS . were named, 

Ly 


But the dealers were named in the letter which the attorney for 
Mr. Schofield sent to the General Motors Corp., and they are listed 
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in the letter on page 49 of this statement and now General Motors 
Corp. states that it has caused an investigation to be made and eac! 
of the dealers named and each of the zone managers flatly denied the 
harge,. : 

Mr. Bripenstine. Mr. Burns—— 

Mr. Burns. I think it is important and when I read this rather 
early in the morning the day before yesterday, after it had been 
delivered to me previously, I felt that it was incumbent upon the staff 
to make an immediate investigation because one of our own staff 
attorneys, Mr. Amidon, had testified that he personally had been 
present when Mr. Brown very recently during the course of our 
investigation interrogated some of these dealers whom General Motors 
says their investigation shows deny the statement. 

He testified under oath but without naming the witness, the dealer, 
that the statement was made in his presence. Upon reading this 
statement, I immediately asked Mr. Amidon who was the dealer who 
had personally stated to him that he was unable to buy these parts 
and it appears to be one of those named by General Motors Co. as 
having denied it. Nelson Chevrolet. Inc. 

I sent Mr. Amidon to Chicago immedi: itely to bring some of these 
dealers before this committee in order that this matter might be 
cleared up once and for all, whether dealers are afraid to testify. 

Mr. Amidon is here today, but in addition, I asked him to bring back 
either one of these dealers, or if he could not get a dealer ot come, to 
bring back the attorney who wrote the letter to General Motors and 
named the dealers whom they said the investigated. 

We were unable to get a dealer to come because they are still afraid 
to testify. Unfortunately, Mr. Amidon did not have a subpena with 
him and the dealer who was interviewed refused to come without the 
subpena. However, we have served a subpena on W. J. Marshall, Jr., 
the attorney, and I request that he be called now in order that General 
Motors and the committee and the public be satisfied as to the truth 
of these charges. 

I know that General Motors will be interested in this because if they 
have been misinformed by their own employees, they certainly want 
to know about it and take the necessary steps because they are bound 
to be held responsible by the Government, by what their employees 
do and the managers in Detroit are held responsible for the actions 
of their employees. 

I request that Mr. W. J. Marshall, Jr., be permitted to testify now. 

Mr. Hocan. May I suggest that the people that ought to testify 
in this are those who have personal knowledge. Obviously, the lawyer 
has no personal knowledge. May I also inquire as to why Mr. Amidon 
and whoever it was did not have the subpena with him to produce 
somebody, because the dealers would not appear. If Mr. Burns 
thought this was an important matter, he should ae been prepared 
to bring the man down so that the man could testify and the chairman 
could give hi mthe assurances that we give him the other day about 
no retaliation. 

But in any event, this is more hearsay, and the record won’t be 
clarified with more hearsay. 

Mr. Burns. I believe it will, Senator. And Mr. Amidon did not 
have a subpena because I read this in the mor ning. I gave him the 
record, I told him to go to Chicago, and I just didn’t have subpenas 
in my pocket. I don’t carry them around with me. 
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Senator O’Manonry. Let me say for the record, that the chairman 
ecognized at the time of the presentation of this original testimony 
e importance of the issues. It was so clear that this testimony was 
ng to the heart of the controversy of whether or not dealers are 
“ar we of testifying that I called upon Mr. Brown at that moment to 

k if he were willing to testify under oath. As it happened I was 

tting alone without any other member of the committee. The record 

I] show that I advised Mr. Brown of his rights not to take an oath 

th less than two members of the committee present. And I asked 

m if he were willing to waive that general policy of committees and 
illow me to administer to him an oath before he testified. 

[fe waived his privilege. I administered the oath. 

If Mr. Marshall will now come forward, I will place him under 

th, if he also will waive the fact that I am again sitting alone at 

; moment. 

[s Mr. Marshall in the room? 

Mr. Hogan. May I ask the chairman if subpenas will be issued 

the people that are supposed to have said these things? 

Senator O’Manoney. Why, of course, of course. This committee 

get to the bottom of this matter. 
Hoa iN. Because, Mr.-Chairman, as it stands now, this is going 
. further repetition of hearsay. And it seems so easy to get at 
fi acts by talking to the men, Nelson Chevrolet, for instance, Lewis 
o or O'Connell and have them present in the room where they can 

terro rated. 

Senator O’Manoney. I think that the matter is so important and 
‘haracter of the testimony which Mr. Marshall will give would be 
uch importance that we shall not stand upon any technicalities, 
st as we are not standing upon the technicality of the administra- 

1 of the oath. 

(he committee will proceed with subpenas in due course so that a 

rough exposition of this matter can be made. 

Mr. Marshall, will you step forward, please. 

Mr. Marswatu. Yes, sir. 

Senator O’Manoney. Your name will be available to the reporters 
as we proceed. 

You have heard my statement with respect to the fact that it has 
‘en the practice of the investigating committee not to call upon any 
vitness to take an oath as to his testimony unless more than one mem- 
‘r of the committee is present ? 

Mr. MarsHau. Yes, sir. 

Senator O’Manonry. Are you willing to waive any rule to that 
effect so that you may be prosecuted for perjury if the statements you 
make under the oath I am about to administer are not the truth, the 

hole truth, and nothing but the truth ? 

Mr. Marswatt. I am. 

Senator O’Manoney. Mr. Marshall, will you please raise your right 
hand. 

Do you now solemnly swear that in the testimony you are abo:it to 
sive in this proceeding, it shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Marsnatt. I do. 

Senator O’Manoney. You may be seated. 


6 


72—56—pt. 8 5 
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TESTIMONY OF WILLIAM J. MARSHALL, JR., ATTORNEY AT LAW, 
CHICAGO, ILL. 


Mr. Burns. Mr. Marshall, will you state your full name. 

Mr. Marsnauyi. William J. Marshall, Jr. 

Mr. Burns. What is your business address ¢ 

Mr. Marsan. 209 South La Salle Street, Chicago, Il. 

Mr. Burns. Are youa member of a firm ¢ 

Mr. MarstAuu. Yes, sir. 

Mr. Burns. Will vou give us the name of the firm ? 

Mr. Marsuatn. Haight, Goldstein & Haight. 

Mr. Burns. How long have you been engaged in the practice of 
law ? 

Mr. Marsnarn. 1948. 

Mr. Burns. To what bar or bars are you admitted ¢ 

Mr. MARSITALL. Well, the Lllinois, various district and circuit courts. 

Mr. Burns. Mr. Marshall, we have in our record a letter from you 
addressed to Mr. Henry M. Hogan, general counsel of the General 
Motors Corp.. which has just been read by Mr. Bridenstine, which is 
contained a pages LS through DU of the Sti itement which the stenog 
rapher has. 

Did you write that letter? 

Mr. Marsuaryi. I am sorry, just a minute; this is not numbered. 
These 

Mr. Burns. We will hand you a copy. 

Mr. Marsnauyi. Without the markings, that is my letter; yes, sir. 

Mr. Burns. Now, in this letter—was this letter sent—— 

Mr. Marsnany. Excuse me just a minute. Can I refer to my own 
personal file? 

Incidentally, that letter is May 19, 1955, so that the record can be 
clear on it. 

Mr. Burns. Now, was that letter written to General Motors Corp. 
at its request that you furnish it with the names of the Chevrolet 
dealers and General Motors personne! involved in your charge that 
Chevrolet Motor Division would not accept orders for motor vehicles 
vithout factory py es heaters ? 

Mr. Marsnauu. I do not know whether it was written specifically 
in response to a given em ge 

The first time that Mr. Bridenstine and I conferred, and the only 
time that I conferred with him about this, I did show him an ab 
stract of the letters which our chent, Mr. Schofield, had given to me. 

In that abstract, at the request of the client, we had taken out all 
the names of the dealers and their locations. 

A that time I realized, of course, that General Motors could not 
make much of an investigation without the names, and during the 
period from March until May—— 

Mr. Burns. Of this year? 

Mr. Marsnau. Yes, sir. I kept after our client to try to release 
those names, and they were very reticent to do so, and just prior to 
this letter of May 19 the Federal Trade Commission representative 
at Chicago called at our office and wanted the doc cumentary evidence 
in support of this charge. 
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I told him that we were ndt permitted to release this information, 
but did give him some names; there had been some that they had been 

ine to disclose. 

At that time, Mr. Brown—Mr. Brown who has been mentioned in 
this record—was in our conference room, and I asked him 

Mr. Burns. Was he an official of the Schotield Co. 4 

Mr. Marsuay. No, sir; I think he is merely a sales representative, 

ctory represe ntative. 

“Mr. Burns. Allright. 

Mr. Marsuauu. Ll asked Mr. Brown if it would be all right to make 
ome calls on some of these Chicago dealers with him the next day, 
ind Mr. Brown was the individual who took me around to the five 
dealers that we mentioned in this letter. 

I do not like to abstract this: I would like to explain how this came 


MOUL. 

\ir. Burns. I think it would be desirable to do so. 
U Mr. Marsuaun. Mr. Schofield first came to us and he related these 
| its to us and, of course, immediately our first reaction was to go 


ck to the Pick v. General Motors Case, and we did examine a little 
iw on it, and I reeall finding in the Commerce Clearing Elouse trade 
regulations a notation of the Federal Trade Commission cease and 
lesist order. 

L. Ilowever, the docket number was not on the notation and, of course, 
we had no copy of it, and I never did see that until Mr. Bridenstine 
showed it to me. 

r At that time we informed Mr. Schofield that if the allegations that 

he was making were true and could be substantiated, why, he had a 

cause of action under the Clayton Act. We advised him of three 

courses: He could either take a case to the district court, a treble- 


ye damage action, he could go to the Federal Trade Commission and 
make a complaint and have them make the investigation, or he could 
p. vo directly to General Motors, advise them of these facts, and ask them 
et if true if they would cease and desist between gentlemen. 
at » finally ‘determined that the third course of action was the more 
es ap propri ite because Mr. Schofield was very limited in funds, and at 
that time his business was deteriorating quite rapidly, and he asked 
ly it that time, as all clients, he was rather incensed when he found he 
had a cause of action and wanted to sue, and I told him that unless 
ly ie had $150,000 or $200,000 available, there was no question that he 
b would run out of funds before we ever reached the district court. 
1e, So I had not made any investigation and, because of the limited 
il] funds and the limit that it put on our office as to expense, we had sent 
No Investigators out on this to verify this information until the day 
ot that I went out with him and made these five personal calls in this 
he letter. 


Mr. Burns. Those are the five referred to: Nelson Chevrolet, Lewis 
\uto Sales, Ray O'Connell, Ideal Rent-A-Car Co., and B. & L. 


ise Motors 2 


to Mr. MarsHau. Yes, sir. 
ive Mr. Burns. Do you have any memorandum of your—— 
ice Mr. MarsHauu. Yes, sir; and I would like to refer to that. 


Mr. Burns (continuing). Of your interviews? Would you do 
that? Would you do so? 
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Mr. Marsuaty. This happened last April, Senator, and I really hay 
not done anything on it since June, when General Motors finally 
wrote that final letter. | 

[ informed Mr. Schofield at that time that I did not feel that my 
services were needed unless he was ready to proceed. , 

I have my rough notes here made on April 18, 1955, at the time I 
went with Mr. Brown in the Chicago area. 

Senator O’Manoney. What are these notes? 

Mr. MarsHALL. Sir? 

Senator O’Manonry, What are these notes? 

Mr. MarsnHatu. These are just rough notes in my files, Senator. 

Senator O’Manoney. Concerning what? 

Mr. Marswauu. Concerning the notations that I made at the 
time—— 

Senator O’Manoney. At the time of what? 

Mr. MarsHaty (continuing). I talked to these dealers. 

Senator O’Mationey. These are note that you made at the time you 
talked with the dealers ? 

Mr. MarsHaty. Yes, sir. 

Senator O’Manoney. All right. 

Mr. Burns. Will you proceed. 

Mr. Marsnary. Then there is a typewritten memorandum whic! 
my secretary made, I think, the following day. 

Mr. Burns. Using those notes to refresh your recollection, will 
you tell us as much as you can recall of the conversation at each of 
these dealers, and name all of the individuals who were present. 

Mr. Marsuarv. Well, the first place that Mr. Brown took me was to 
the Ideal Rent-A-Car Co., 311314, North Broadway, which was a car 
leasing concern. 

Mr. Brown informed me that they had many, many hundreds of 
automobiles which they leased, and that they had been a very good 
prospect for the sales of heaters. 

We called at about 10 o’clock in the morning, as I recall it, and he 
introduced me to a Mr. Myer. 

Mr. Burns. How do you spell that? 

Mr. MarsnHaut (spelling). M-y-e-r. 

Mr. Burns. Do you have his first name? 

Mr. Marsnauu. No, sir: I do not. 

Mr. Burns. All right. 

Mr. Marsnaui. And Brown was present, Myer, and myself, in Mr. 
Myer’s office. 

Brown recited to Mr. Myer or refreshed his memory about. the 
fact that he had wanted a hundred of these Schofield heaters some 
time previous, within the last month or so. 

Mr. Myer related to us that he was sorry he could not buy any at 
that time, but he had not been able to buy any Chevrolet automobiles 
without heaters and, therefore, there was no sense in buying heaters. 

He also related that he had been in Detroit that previous week and 
talked to some General Motors men, and he did not—I did not get 
from him whether they were dealers or company personnel or who 
they were—who said the situation might break about May 1, and that 

cars would be coming through w ithout heaters, and if Brown would 


call back after that, why, he ‘would talkto him. At that time we left. 


I did not go into any more, and I will say the reason for it, I really 
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\ot interrogate any of these people the way you normally would 
n luvestigation, mainly because we were hopeful that this situation 
ould break, and Mr. Brown did not want to do anything to an- 
eonize these prospective customers, so I merely spoke a few words to 
, one, and then we left. 
Phe next place we went was to the Nelson Chevrolet Co. 
Mr. Hogan. Could you clear that up as to whether the Ideal Rent 
\-Car was a dealer or not ? 
\ir. MarsHaLh. I think I did. 
\ir. Burns. Repeat it so Mr. Hogan can know. 
MarsHatn. It is a regular car-leasing 
\lr. Burns. Not a dealer. 
\ir. MarsHauu. I might add he said he bought his cars 
‘ir. Hoean. Is that his statement, he is not a dealer ? 
Mr. MarsHau. Not a dealer; that is the way I understood it. He 
he bought his cars from Nelson Chev rolet. 
So when I finished there, I said, “Let's 20 to Nelson Chevrolet.” 
ve did. That is 1002 West ] ivel sey. 
\ir. Borns. Was that the same Ciay ¢ 
\ir. MarsuHacyi. These are all the same day. 
\ir. Burns. All the same clay ¢ 
Vir. MarsHannL. No, sir; they are not all the same day. 
\iv. Burns. We want to have the record as accurate as possible, so 
e the date each time. 
Ir. MarsHALL. I can state we went to see Mr. Ray O'Connell. Hi 
not there that day, and I believe we went back the next morning, 
use my notes indicate I was out 1 day and 1 morning with Mr. 
wn. 
\t Nelson Chevrolet, Mr. Brown took me into a private oflice— 
\ir. Hocan. Can we get the date fixed on that ? 
Mr. MarsHaui. Yes, sir; April 13, 1955. 
\Ve went into a private office and J was introduced to Mr. Frank 
Schmiel—at least, that is the spelling that I have here. Mr. Schmiel 
introduced to me as the assistant sales manager and the pur- 
ser of all automobiles for Nelson Chevrolet, as a buyer, mu ‘h like 
department store. Mr. Brown had a sales talk with him and 
ndered whether he was going to buy these heaters. Mr. Brown, in 
« to see Mr. Schmiel, said that this was one of his best customers, 
use he understood that they could possibly take a thousand heat- 
month. A thousand heaters a month to a small operator like 
it was quite a few heaters. 
Mr. Schmiel had ordered 109 heaters just previous to that. And 
\ir. Brown said that he had taken the 9 out there to him; the 100 
‘coming from the factory. 
Schmiel said that it was possible they would have to cancel that 
order for the 100, because they couldn’t use the 9, they could not get 
rs without heaters. We didn’t interrogate him as to whom he 
talked to in General Motors or anything of that sort at that time. 
As T recall it. Mr. Brown, after finishing, tried to sell some air con- 
oners; then we left. 
rom there we went to Lewis Auto Sales, 3400 West Ogden, and 
there I was taken into the office of the buyer, Mr. Al Levine; at least 
| was introduced to him as the buyer. He had said that he had pur- 
iasedl 25 of these Schofield heaters. Mr. Levine had bought 25 Scho- 
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field heaters. And he was a little anxious about it, because at that 
point he still had 24 left. I did not ascertain what he had done with 
the 1, but he had 24. He said he had not been able to get any cars 
through without heaters, and that he had ordered some. I did not ask 
to look at the orders to verify any of the information. As Mr. Hogan 
said, it just might be hearsay. 

I submit that it is not primary evidence, but that was what was re- 
lated to me at that time by Mr. Brown. Mr. Brown and Mr. Levine 
and I were in the office alone for about 15 or 20 minutes. and then Lewis, 
the reported owner of the establishment, came in, and there were some 
cordial words said, and that was all; then we left. 

Now, as I recall it, we either went to B. & L. Motors that next day, 
the 14th, or to Ray O'Connell, I am not positive. 

Mr. HoGan. Mr. Lewis is mentioned. Could I have it clarified as 
to whether he was in or was not in the conversation, or whether that 
conversation in regard to the heaters was strictly with Levine? 

Mr. Marsnaur. I can clarify that for you. Mr. Lewis—as I under- 
stand, there are two Mr. Lewises out there, and this is the older Mr. 
Lewis, aman about 70, I would say—was not in the conversation when 
we were talking about the heaters. Mr. Brown then started to talk 
to Mr. Levine about the air conditioners. And at that point Mr. 
Lewis came in and said some cordial remarks and sat down in a chair 
right in front of Mr. Levine’s desk. 

Mr. Burns. Mr. Lewis came in? 

Mr. Marsuary. Mr. Lewis. But at that time there was nothing 
said about the heaters, as I recall it, in the presence of Mr. Lewis. 

Now, with my additional statement as to the date—it was one or the 
other, I don’t recall—but we did go to the Ray O’Connell Motor Co.. 
1625 West Madison. | ; 

Mr. Hoean. Could T have the date on that ? 

Senator O’Manoney. Please give the dates as you go along. 

Mr. Marsuaryu. I have tried to do that. It was either the 13th or 
the 14th of April, but Iam not sure as to which, on this call. 

Senator O’Manonry. May I say, Mr. Hogan, that when the witness 
has completed his answers to Mr. Burns, I shall be very glad to invite 
you to question him in detail. 

Mr. Hogan. Well, Senator, you put me at a disadvantage in that 
respect. I have not had the opportunity of examining the witnesses 
that your people have talked to. I have no way in 5 minutes of ascer- 
taining the facts. 

Senator O'Manonry. Of course you don’t. I recognize that fact. 

Mr. Hogan. This is not hke an adversary proceeding where I would 
have a chance to examine documents on discovery and take depositions. 

Senator O’Manonry. You may take whatever time you need. 

Mr. Hogan. I don’t know what they have seen and rejected which 
might be favorable to us. 

Senator O'Manonry. You may have all the time you want. We 
will bring all these dealers here under subpena, and you will have the 
full opportunity to know just as much as the committee knows. 

Mr. Hocan. That will be wonderful. 

Senator O’Manonery. That is the way we proceed, sir. 

Mr. Hocan. Because I question what any of us know in regard to 
these things. It is all hearsay. 

Senator O’Manonry. We will proceed. 
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Mr. Hocan. I do hope you bring the dealers in. 

Senator O’Manonry. You may be sure they will be brought in. 

Mr. Hogan. Because I think you ought to have the direct testi- 

nony, because we would be interested in knowing whether they are 
telling one story to the supplier and one story to us. 

Senator O’ MAHONE y. Of course, you rec oonize the fact, as has been 
stated over and over again to me and to the statl by dealers, some of 
vhom have come personally and some of whom write or wire 1n, that 
they don’t want their names used because of their fear of reprisals. 

You have consistently said, and I think Mr. Curtice has joined with 
you in saying, that General Motors will take no reprisals against any 

itness who is brought in. I think it would facilitate the search for 
the facts in these cases if you and Mr. Curtice would say now, so that 
ill these dealers whose names will be on the wires today may know 
that it will not be the policy of General Motors to take any reprisals 
iwainst them for any testimony they may give here. 

Mr. Hogan. Well, if the assurance that I gave last Friday didn’t 
mean anything, I question whether duplication of it or reiteration 
of it would. But we repeat what we said Friday, namely, that the 
testimony of a dealer here will not mean automatically, 1pso facto, 
or the like, that he is canceled. If there is any reason to proceed 
against a dealer, it will be on the merits, or nonperformance. 

Ly the same token, I might take the reverse, that his appearance 
here will not contimue him as a dealer if up to now he has not been 
doing a good job. I think it works both ways. 

Senator O’Manongy. Mr. Hogan, you are perfectly aware of the 
fact that that is not an assurance that no reprisals will be taken if 
they testify. 

Let me give you an example why I feel this way. 

Mr. HloGan. Suppose you say just what it is you want, sir. I have 
tried to be very frank and honest with you. I don’t want anyone to 
get any misunderstanding. 

Senator O’Manoney. This morning I received a telegram from 
Senator A, S. Mike Menroney, of Oklahoma, who is chairman of the 
Subcommittee on Automobile Marketing Practices of the Senate 
Committee on Interstate and bate Commerce. He has been read- 
ng in the papers about the progress of this hearing. 

Mr. Hocan. I understand he feels you are cutting in on his com- 
mittee’s work. 

Senator O’Manoney. I doubt that, because the two committees 
have worked in cooperation. He says: 

In August of this year I directed our staff to send questionnaires to approxi- 
mately 40,000 new car dealers. These were sent and we assured the dealers that 
we would keep in confidence their identities. To date we have received and 
tabulated 19,131 of the replies. The results are being carefully tabulated and 

ire being very cautious and objective in this task. Once all the information 
s compiled the results will be made public. 

Howe ver, in view of certain questions which you asked Mr. Harlow Curtice, 
president of General Motors, at your public hearing on Wednesday, December 7, 
concerning the basic causes of the practices known as automobile hootlegging 
and his replies, J felt compelled in the public interest and in the interest of a 
factually sound record that you should have the following information for use 
in connection with your consideration of the problem: 8,276 General Motors 
dealers voluntarily replied to the questionnaire; 6,047 of them indicated they 
felt there was a need for congressional study or Federal legislation with regard 
to automobile dealers’ problems in the field of automobile marketing; 869 felt 
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here was no such need. The remainder either did not answer this particular 
question or answered miscellaneous; 4,069 indicated “pressure from factories 
to take more cars than needed” was one of the primary causes of bootlegging, 
\lso, I have conferred with over 150 representative dealers from large, small, 
and moderately sized cities during the past 3 days in California for our com- 
mittee. In these conferences where dealers have discussed their problems freely 
tiny estimation of their feeling is that 90 percent are strongly resentful of the 
present contracts which are so one-sided in favor of both the General Motors 
and the Ford companies. They are most anxious to see something done to 
provide greater mutuality of contract in the automobile retailing field. 
It has been and will be a continuing source of satisfaction to the members and 
staff of this subcommittee to be abie to cooperate with you and your subcom 
mittee. We in turn appreciate the cooperation you have shown us in this joint 


effert to solve these serious problems 

I call your attention to the fact that Senator Monroney and his 
committee in sending out these questionnaires were cognizant of the 
same fear upon the part of the dealers to speak their minds freely, and 
the committee. therefore, gave the assurance to the dealers to whom 
the questionnaire was sent that their names would be held in confi- 
dence. 

Now all I am as! ing of General Motors now is to Say to the dealers 
whose names have been mentioned that no reprisals will be pursued 
against them, and by that I mean General Motors will not undertake 
to search their records over the past vears to see if General Motors 
can now find some ground upon which to base cancellation proceedings. 

Mr. Hogan. I can give you that assurance, certainly. 

Mr. Curticr. I can also add to that. that I believe that these five 
dealers received a telegram from me the other day extending their 
contracts from 1 vear to 5 vears. 

Senator O°’Manonry. Now, inasmuch as the witness who has been 
reading this paper has suggested to this committee that we— 
secure the names of all the Chevrolet dealers in the Chicago area and call them 
as witnesses to testify on this matter—General Motors is just as anxious to seek 
out the truth on these charges as this committee— 
you asked for them, we are giving them to you. 

" Mr. Hocan. We want them. 

Senator O’Manonry. But we want them to be brought in here with 
the assurance that no penalty action will be taken against them. 

Now, Mr. Curtice. 

Mr. Curtice. Why do you have to emphasize that? 

Mr. Hogan. Another speech. 

Senator O’Manonery. Because of the fear—now, Mr. Hogan—not 
another speech. 

Mr. Curricr. Senator—— 

Senator O’Manonery. I can use adjectives just as well as you, sir. 

Mr. Hocan. I just- 

Senator O’Manoney. I do not want to do it. And let us not do 
it now. Let us keep this investigation on a high plane. 

Mr. Hocan. I accept that. 

Senator O’Manonry. Now, Mr. Curtice, your counsel interrupted 
you. 

Mr. Curtice. I do not think I have anything to add to it. TI think 
that the statement I already made covers the situation. 

Senator O’Manonery. Do you think these witnesses, these Chevro- 
let dealers 
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Mr. Currice. 1 was going to say—l think what I was going to say 
1 47 4] : ae : : a C 1 i * Pe 
it the three dealers whom you had testify here last I: riaday also 


eived telegrams. 

Senator O’Manoney. I understand that. 

Mir. Courtice. Yes ves. 

Senator O’Manoney. Now I think that the impression has been 
onveyed by your statement that these dealers may testify. 

Mr. Curticr. I think Mr. Hogan made that perfectly clear. He 
did to me in his statement. 

Mr. Hogan. I asked you for a definition of that, and you gave it to 
me. You gave me that assurance. I would like to ask one more ques- 


Senator O’'Manonry. We are dealing with thousands of dealers 
» have not sat around this table, who have not read all of the wires 
ch have gone out. Sc newspapers do not give the story as big 
. play as others do, and the reason—the only reason—that I reem- 
phasize this is because we are now dealing with these particular 
dealers. I want to make it clear that General Motors has taken a 
position which will substantially guarantee their freedom of speech 
answer to the questions Dp ropounde d under the examination which 
have asked that they | be subject ed to. 
Mr. Hogan. Have my answers oa lied vou that they have the 
assurance ¢ 
Senator O’Manoney. I think so. 
\ir. Hocan. Let us be sure. 
senator O’Manonry. I think I know what you mean to convey, 
id [hope that it will heh borne out. 
Mr. Hocan. I would like to say this, that we would hke the names 


of the individuals, of course, in the organization of dealership, and 
I hope that it will not be conside red any vie ylation of o ir representa- 
tion if we talk to these people and ask them what the facts are. Now 
vill that be considered as retaliation if we eo to the dealers and ask 
the dealers what the facts are? 


Senator O"Manonry. Well, personally, I have no objection to that. 
Mr. Hogan. I think we would not be able to develop the facts ex- 
pt by isking them 
Senator O"Manoney. I think that the case has now been developed 
this form, that a committee will undert: ke to issue the subpenas 
«liately to these witnesses. We will bring them down here, and 


vill all investigate them at the same time. I think it would be 


very desirable thing, that since we are now operating in an open 
forum that we keep the forum open. Wew il] proceed, 
Mr. Hocan. Just let me clarify one thing. As I understood your 


} 


<, We are not to talk to anybody in the dealership in the mean- 
e in reeard to this matter ? 
Senator O’Manonery. I think that you should not. 
Mr. Hogan. We will accept that restriction. 
Senator O’Manoney. And we will not, either. 
Mr. Burns. Except to issue the subpenas. 
Senator O'M \HONEY. We will issue the subpennas There will be 
o conference on our part with them, and there will be no conference 
your part with them. We will bring them down here and let them 
tell then story, 
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Mr. HWoean. Could not word be sent to Mr. Schofield that he is not 
to communicate with them ? 

Senator OManonry. We will send word to Mr. Schofield, too. 

Mr. Burns. Let me ask Mr. Marshall, do you still represent Mr. 
Schofield ¢ 

Mr. Marsnanzt. Ido not know. I suppose we are still representing 
him. We do not do any work for him now, other than today. 

Mr. Burns. I would suggest that since Mr. Marshall is here in this 
as a result of his representation of Mr. Schofield, that he advise him 
of this and, of course, we will send a letter or a telegram immediately. 

Senator O’Mauonry. I want to send a telegram under my name 

» Mr. Schofield that he is not to talk to these dealers who are to be 
subpenaed to appear before this committee. 

Mr. Hogan. I suppose that ought to be sent to some of the others, 
—, who have been testifying, in the parts-manufacturing line, like 

. As ufper nny and his friends. 

Senator O'Manonry. We have not reached any question of sub- 
pr naing Mr. Halfpenny. 

Mr. Hocan. I say that while we do not want Schofield to approach 
him, we do not want anybody to do so on Schofield’s behalf. 

Senator O’Manoney. Oh, of course, yes—yes, I will accept that. 

Mr. Burns. Will you proceed, please, Mr. Marshall ? 

Mr. Marsuautyu. I could comment, not under oath, on this. I do 
not think that your tlaneniee are going to do an awful lot of good— 
some telegrams, that is, will not do too much good, because 1 show 
a little later here as it develops some of these dealers have recanted in 
part since last spring to date. Somebody has talked to them and it 
was not me. 

Mr. Burns. Will you proceed with your statement ? 

Mr. Hocan. May I ask one question? I assume that Mr. Brown 
and Mr. Schofield will also be subpe naed. 

Mr. Burns. We are going to do that. 

Senator O’Manoney. We will bring them in. 

Mr. Marsnauy. I think I was up to Ray O’Connell Motor Co. Was 
that the last one? 

Mr. Hocan. Just a minute. We had a question that I think I ought 
to raise. 

Senator O’Manonry. Do you want to raise it now ? 

Mr. Hocan. Yes, with you, because I don’t want to have this con- 
sidered a violation of our understanding. We may want to ask some- 
one in the dealership to come down because some of these names that 
he has mentioned, in my opinion, I don’t have authority to bind the 
dealership. 

We would like to bring the owner down. We will not violate the 
rule with you. We will tell him that we would like to have him come 
and if he says he won’t, we will ask you to issue a subpena for him, 
too, if that would be agreeable to you. 

Senator O’Manoney. I think that will be agreeable to me. We will 
lay all of the cards on the table. 

Mr. Burns. Just give us the names of the ones they want subpenaed. 

Mr. Hocan. That will be better. 

Mr. Burns. We will issue it for all of the witnesses. 

Mr. Hocan. We will do it. 
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Mr. Currice. And NADA representatives should not contact them, 
ther 

Senator O’Manoney. Let us get this on the record now. We have 
been talking sort of among ourselves. The understanding is that the 
munittee will issue subpenas not only for the persons mentioned in 
e correspondence, which is already in the record, and for the per- 
ons mentioned by the witness now on the stand, but it will also be 
ued for such persons whose hames are given to the committee by 

Hlogan on behalf of General Motors, it be ing understood, how 

er, that ne ither General Motors nor the st: aft of t the committee, and 

far as our pene goes, No body speaking for Mr. Schofield himself 

anybody on his behalf, shall make any contact with these persons 
» be subpe nae d. 

Mr. Hogan. When do you plan to bring them down? The reason 
raise that 

Senator O’Manoney. That we will arrange with you afterward. 
Mir. HoGan. We have day-to-day contacts ‘with these men, not on 

s matter but they are buying cars every day and they are buying 
parts and the Vv are inapiede things. How far down the line clo we go! 

Senator O’Mahoney, I don’t want to be accused of violation for 
doing ordinary routine things. If you are talking about a subpena 
or tomorrow morning or Monday, that is different, but if you are 
going to hold it up, we have daily contacts with them. ; 

\ir. Burns. We will have to do it next week. 

Senator O'Manoney. Off the record now. 

(Discussion off the record. ) 

Senator O’Manonry. Proceed with the witness. 

Mr. Marsnantt. Am I at the correct spot? 

Mr. Hogan. April 13. 

Mr. Marswauu. The next dealer that we called upon was Ray 
()Connell Motor Co., 4625 West Madison. Chie ago. Mr. Brown at 


that company took me in and introduced me to Mr. Ray O'Connell, 
Sawn who was the owner and one of on old time Chevrolet 
al le 5. 


The same procedure was followed there, in Mr. O’Connell’s office. 
Chere was Mr. O’Connell present, Mr. Brown, and myself. Mr. O’Con- 

‘Il stated that he still had some of the Schofield letters left, and also 
tated that orders for Chevrolets at that time without heaters had 
been turned back. I didn’t ask him what he meant by that. I assume 
t was that the orders were not accepted. 

Hlowever, I do have one thing here in my notes that I wrote down 
mmediately after our conference. Mr. O’Connell is a very friendly 
ype of individual, and I think because we were a little younger he 
ked to tell us a little about the business, which he did. And, of 
ourse, Brown at that point was lamenting the fact that he could not 
sell his heaters, and that he was making these calls dealer after dealer 
around Chicago. 

Mr. O’Connell said, “Well, no other dealer in this area is getting 
ars without heaters. As soon as they do start coming through, I 
will be the one who knows” and then he explained to me the system 
they have there in their area of exchange of parts and supplies. Each 
dealer, they have a loan procedure. I gathered that he was practically 
the nucleus of the organization. 


1 
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That is all that happened there. We left and went out to B. & 1, 
Motors, which was an auto-leasing firm that appeared to be a rath 
small outfit to me, 5026 West North Avenue, and there I don’t have 
the individual to whom we talked. He was not very interested. HH, 
said that he could not get Chevrolets without heaters, but that he was 


only taking the heavier cars now for his leasing services, so he didn’t 


Ce 


ire. That was practically all there was worth anything and so we 
left. 
Mr. Hogan. Can we have it on the record that B. & L. is not a 


dealer 2 


Mr. Marswa.u. I said it was an auto-leasing firm. 

B. & L. is not the same type as the first one that I mentioned. 

Mr. Burns. Well, now, yesterday did Mr. Robert Amidon of th 
subcommittee staff see you in Chic ago ? 

Mir. MarsHALL. Yes, sir. 

Mr. Burns. And after he saw you, did you and he call on this Nelson 


(Chevrolet ? 


Mr. MARSHALL. Yes, sil 

Mr. Burns. At what address? Is that the same address that you 

called yesterday that is given in this letter? 

Mr. Marsnauu. I didn’t check the address yesterday, but it was the 
same office. Isat in the same chair. 

Mr. Burns. You went yesterday with Mr. Amidon to the same place 
that you went in April, Nelson Chevrolet ? 

Mr. MARSHALL. Yes, sir. 

Mr. Burns. Will you tell us what conversations took place yester- 
day and who was present ? 

Mr. MarsHary. Well, can—just a minute. 

Mr. Burns. Did you make notes of that ? 

Mr. Marswauu. No, sir. I made notes last night of it, but I didn’t 
make notes at the time he was talking. 

Mr. Amidon called in my office yesterday morning. He read to me 
the statement which Mr. Bridenstine has read into the record this 
morning, and particularly the last part. Where is that? 

Mr. Burns. One is on page 47. That may be the reference. 

Mr. MarsHau. Particularly the portion on page 47 of Mr. Briden- 
stine’s statement where he does not come out and state that I had 
misinformed him as to what I have here or he does not charge Mr. 
Brown directly, but there was certainly an insinuation in my inter- 
pretation of that page. 

Consequently, I said that I would be willing to go out with Mr. 
Amidon and Mr. Brown, and verify what I had related just now at 
these S} yecific pls ces. 

Mr. Amidon particularly was interested in talking to Nelson Chev- 
rolet, and wanted to get the dealer there or the represent ative who had 
made the statement, to come down here today. 

Mr. Amidon and I went into Nelson Chevrolet: we went into the 
same office. We had to wait. There were 2 or 3 of the car salesmen, 
I believe, in the office, and before we started our conference they left. 

We went in and sat down and talked with this Mr. Frank Schmiel. 

Mr. Amidon spent 20 or 30 minutes trying to persuade Mr. Schmiel 
that it was very important that he come ‘down here today and testify. 

Mr. Burns. Now. as near as you ean recall it, will you state some 
of the things that Mr. Amidon said to this Mr. Schmiel tr ying to get 
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to come here to testify? You can do it in summary form, but let 

vet into the record whatever you can recall as to the reasons that 
\fr. Amidon gave to Mr. Schmiel why he should come and what Mr. 
Schmiel said in reply. 

Mr. Marsuartn. Well, Mr. Amidon led off by telling Mr. Schmiel 
tbout what had been going on here with your committee. 

Mr. Burns. By the way, did it appear that Mr. Amidon had spoken 

Mr. Schmiel himself previously ‘ 

\ir. MARSHALL. Yes, sir. 

Mr. Burns. Will vou tell us about that ? 

Mr. MARSHALL. He refreshed his memory. He said, “You recall 

I was here about a month ago I talked with you? We talked 
out this Schofield matter.” 

As IT reeall it, I think Brown—I think Mr. Amidon said that Brown 

is in there—I do not think there was much other than that, as I 
all. Of course, that is hearsay. 

Mr. Burns. Tell us what Mr. Amidon said to Mr. Schmiel, as near 
you can recall it, and Mr. Schmiel’s reply. 

Mr. Marswaty. Well, Mr. Amidon informed him of some of the 
rk that your committee was doing in the investigation here, and 

efore asking him to come down he asked him specific ‘ally to explain to 

exactly how the cars were ordered. He said: “I want to know 
ically just the mechanics, who orders them, and how they are 
dered.” 

Schmiel reached around and he said: “Well, I order all the cars 
this company and I have—I was ordering them last spring, and 
till am.” And he said: “However”—so then he explained to us, 

pulled out a sheet and showed us, that in his office for a car there are 
ttle blocks that go down a page for various equipment. When he 
ders it, the equipment that he wants, he blocks in, and he sends the 
order in to the Chicago purchase office or something of that sort who, 

1 turn—— 

Mr. Burns. That is the Chevrolet division ? 

Mr. Marsuaty. Chevrolet division; who, in turn, write a factory 

order to their Janesville plant in Wisconsin against his order. 

hen Schmiel went into quite a talk with us about—then Amidon, 
ifter he had finished that, asked him whether last spring he had 

dered cars without the heaters. He said he had. And he said, 
"7 - you get them?” and he said, “No,” which confirmed, I thought, 

‘report that I had gotten from him in my earlier visit, and I asked 

im then specifically who he talked to in the General Motors Co., and 

ist exactly how that worked, and he said that the orders went in, 
ind they had an orders staff at the Chicago office, and that they had 
called back to him and said that they could not write these orders to 
Janesville unless they included on the factory orders the inclusion 
ft heaters. 

And I asked him then if he talked to any representative. He said 
that he talked to one Harry O’Boyle, as I recall it, who he described 
is a North Side city man, salesman, for Chevrolet. 

Then Mr. Amidon asked him if he would be willing to come down 
here today. He said, “I want you to come tonight. Can you come 
tonight ?” 

And Schmiel threw up his hands and said, “I don’t want to get into 
inything of that sort.” He said, “Well, you know we can subpena 
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vou.” He said, “I know; I used to be with the Government.’ 
| Laughter. | 

I looked at Mr. Amidon, and expected the subpena, but it did not 
come. 

So then we got rather friendly, and he told us of his current situ: 
tion, the fact that back in the spring when we talked to him, he = 
been an employee of the Nelson Chevrolet Co., and that shortly there 
after the company had been sold and he and the sales manager had 
purchased part or all of it, 1 am not sure, and that a Mr. Brant, who 
used to be owner or coowner, had gone, and he had a dealership some 
where in Michigan. 

He stated that the first 3 months of his operation—he had had it 
5 months, he and his partner—the first 2 months it had gone pretty 
er and the last month they had lost money, and within some time 
in the last month his partner had died, and they had agreed to sel] 
the business to satisfy the estate of his partner, and also the fact that 
he wanted to get out, he had a big dealership there. He said he 
wanted a utes one, and he had had a lot of nervous trouble and 
because of health, he —_ to get into a smaller dealership. 

He said, “As a matter of fact today”—that was yesterday—“I am 
waiting to get the check in payment for the business which is coming 
from’ —I think he said, Motors Holding Co., and he said, “You know, 
the man in charge down here in Chicago of Motors Holding Co.” 
which I understood to be a division of General Motors, “is a Mr. 
Hufstader, I believe, whose father was here in Washington,” and he 
said, “I don’t want to do anything to jeopardize my getting that mone) 
and getting out. 

And I said, “Well, do you think actually that would happen”? 

He said, “well, the thing has been delayed,” and he said, “it might 
be because all of the officials are down there in your committee that | 
can’t get my check.” | Laughter. | 

Mr. Hogan. There isn’t anybody home to sign checks. [ Laughter. | 

Mr. Marsuatn. But the more pressing problem with him was that 
he was—there was a dealership up in Highland Park, which is north 
of Chicago, a smal] suburbs an town, and that he was very anxious, once 
he got out of this setup, he would like to take that small dealership, 
and he put his name in and bid for it or whatever the procedure is. 

Mr. Burns. What car is that for ? 

Mr. Marsuaru. Chevrolet. 

Mr. Burns. Chevrolet. 

He has already put a — in for it? 

Mr. Marsuaui. Well, he said he has his name in for it. He said 
several others, of course, ee vot their names in, and he said, “I am 
in an awful mess.” He said, “If I come down there and testify,” he 
said, “I might not get that,” and he said, “I think I am as qualified as 
anyone,” but he said, “I might not get it.” 

So Mr. Amidon kept attempting to get him to come down today, 
and I, in effect, spoke up for Mr. Schmiel. I felt a little sorry for him 
myself, and I said, “Well, just look at it this way: If he came down 
and testified, I am sure that General Motors would never hold up 
that money that he is talking about but, on the other hand, they could 
very well give the dealership to somebody else, and maybe they are 
giving it, but what right, if any, would he ever have then? None. 
I mean, he would have no cause of action against. the company. It 





be 
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ld be because his hair was parted wrong or his glasses were on 
I told him that. He said, “Well, that is the way I feel about it.” 
I said, “Is there anybody else here who could come down to 
tify ?” 
| suggested that to Mr. Amidon, and he said, “No,” that he had been 
. buyer and had been the buyer all along, and he was the one who 
ew those facts. 
Phat is about all I recall of yesterday’s conversation. We were there 
bout an hour and a half. There probably should be more. 
Mr. Hogan. Do I understand we have now got to give this Chevrolet 
nchise to him in order to prevent a charge of coercion ¢ 
Mr. Marsnaryi. That is what I was worrying about. 
Mr. Hocan. If we give it to a worthy man that is not Mr. Schmiel, 
| it be coercion ¢ 
Senator O’Manonery. Well, Mr. Hogan 
Mr. Hogan. I suppose if we complete the transaction and Mr. 
Schmiel does not give satisfactory service, we will also be charged. I 
sume that any arrangement to buy him out was in writing, and I do 
ot believe that there is a very serious point to this other discussion 
ut not coming through with the check, and I really think we have 
t some check writers back home, although quite a few of us are here. 
Senator O’Manoney. [ have no doubt about that. 
Mr. Marsuaup. I think that was all L suggested at the time. 
Mr. Hogan. Could we have a copy of Mr. Marshall’s notes made a 
t of the record 2 
Mr. Marsuartyu. I have no notes of yesterday. I have these notes 
ere from the April ealls. 
Mr. Hogan. Any notes that he testified from. 
Senator O’Manoney. That will be O. K. 

Mir. MarsuHann. You can have copies of the se. 
senator O’MAnioney. We will have copies of the notes made and 

d with the subcommittee. 

May I say with regard to this basic question of freedom of speech, 
uu have about—how many dealers—17,000 dealers 4 

Mr. Curtice. Passenger-car dealers. 

Mr. Hogan. Passenger-car dealers. 

Senator O'Manoney. Well, there are only a few involved in this 
articular testunony. They have been your dealers to date, and Mr. 
urtice this morning has said to these dealers the telegram of exten- 
sion of the contract has been granted. 

Mr. Currice. I assume so; I did not know the circumstances about 
this one, if it is in the process of going out, and I would not know 

at the status might be there. 

Senator O’Manonry. Well, of course, you cannot speak of that now. 
But I do assume that General Motors desires to continue to cooperate 
with the committee in bringing out the facts, and if you will cooperate 
with us in this instance, I think everybody will be better off. 

Mr. Curticr. That is our aim. 

Senator O’Manoney. That is my understanding. 

Mr. Currice. Yes, sir. 

Mr. Hogan. We will give you that assurance if you will just tell us 
iow you want it set. 

Senator O’Manoney. Youand Mr. Burns fix that date. 
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Mr. Burns. All right. 

Mr. Marshall, have you finished with your statement 

Mr. Marsuaue. Mr. Burns, he asked for a copy of my notes. Wi 
are just up to where I testified. There are some notes here that are 
mv own files, which will be cut off at the end. 

‘Mr. Hocan. I think if he is testifying from notes, we ought to hav 
the benefit of all the notes. 

Mr. Burns. Suppose we agree with Mr. Hogan and have a photostat 
made of those parts which he feels and the witness feels, and wh 
are agreed to we W il] do it that way. 

Senator O’Manoney. The notes from which you testified will be 
made a part of the record. 

Mr. Hocan. Complete notes. 

Mr. Marsnuari. There are my notes made in behalf of—while I was 
acting as attorney for—Mr. Schofield, and I think that actually, Sena 
tor, they woul | be privileged, the other part. 

Mr. Hoa nN. Itis kind of late tot: alk about that. 

Mr. Marsuatu. I did not waive, Mr. Hogan, the part I did not testify 
about. 

Senator O’Manoney. It is never too late to waive, Mr. Hoe 

Mr. Hocan. I think I would also like to have you ask him if he 
interviewed any other— 

Senator O’Manonry. Let there be no misunderstanding. Mr. M: 
shall is agreeing, and the chairman is asking, that these notes, | 
notes, all of his notes. which had any ae to the testimony 
which he gave here today, shall be held in the files. I am not asking 
you to make part of the record any notes which you made on behalf 
of your client. 

Mr. Marsnaun. That is all right. 


/ 


Senator O’Maionry. For your client. 
Mr. Hocan. Except if it has to do with the meeting, I think that 
they are germane. Al] ea we know now—— 


Mr. Marstiaii. No, sir; they do not. Actually they are procedures 
to be recommende ad to vl cli lent. 

Mr. Hogan. [ wonder if you would ask the other question, if he 
interviewed with other persons besides Mr. Schmiel, Mr. Levine, and 
Mr. Ray (Connell 7 

Mr. Marsan. You mean dealers? 

Mr. Hogan. Dealers, yes, or dealers’ representatives. 

Mr. Marsuaryn. On what date? 

Mr. Hocan. Well, any day as far as I am concerned. 

Mr. Marsuary. Any time? 

Mr. Hocan. In other words, he has talked about three. I would 
like to have the whole list. 

Mr. Marsnaun. Well, those are the three that are included in my 
letter, Mr. Hogan, and I will state now that I did not go out of the 
city or investigate anv others. 

Mr. Hogan. Well, I think what we would like—— 

Mr. Marsnatu. ae only five I mentioned in my letter to Mr. Bri- 
denstine, to you or I stated clearly in my letter, that I made them per- 
sonally to ascertain what I could myself, and I gave that information 

» Mr. Bridenstine. 

Senator O'Manoney, Let Mr. Burns conclude his questioning, and 
then we will i invite you, Mr. Hogan, to ask your questions. 


' 
| 
' 
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' 
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\iv. Burns. Mr. Marshall, after you had reached this point in the 

ion With Mr. Schmiel, was something said by Mr. Amidon to the 

that it was essential that his name be mentioned at the commit 
earing in order to clear up this matter ¢ 

fv. Marsuauy. Yes, sir. And before that as I sat listening to this 

t of this, I told Mr. Schmiel that for myself that I wished he 


| come down here today and testify, because if he didn’t then 


committee would subpena me, and it was a question of who was 


“\ en Mr. Amidon said if he came, he would undoubtedly have 
val his name. And he said, well, as far as he was concerned, he 

is merely an employee of Nelson Motors back in the spring when 
ve these orders. 

\ir. Burns. What was the comment with reference to the use of his 
it the committee hearing today’ Did he comment on that ? 

ir. Marsnann. He said definitely he would rather not have it 


\ir. Burns. And did Mr. Amidon advise him that would be nec- 


/ 


‘ir. Marsnans. Mr. Amidon said that undoubtedly it would have 

ome out. 

lle further told Mr. Schmiel that he was going to call you here at 
office yesterday afternoon and get your further directions as to 
t to do with Mr. Schmiel. 

Mr. Burns. Did Mr. Amidon say to him that if he would come that 
ubpena would be issued when he arrived / 

Mr. MarsnHatu. Yes, sir. 

Mr. Burns. What did he say to that? 

Mr. MarsuHauy. He said no, he wouldn’t do it, 

Mr. Burns. He wanted to have the subpena in hand demanding 

it he appear ‘ 

Mr. Marsuautn. Yes, sir. I felt a little the same myself. I talked 
er with my senior partner, and he said that he felt that we had 
ligation to do it. And so when I got here I got the subpena. 

Mr. Burns. As a member of the bar, you felt obligated to come 
though you hadn't been physically served, because you were 
ructed that you would get the subpena when you did arrive, and 
ame with that assurance, and you have been subpenaed ? 

Mr. Marsnann. Yes, si 

Mr. Burns. Mr. C hai rman, I have no further questions of Mr. 
shall. But before we conclude with him, I would like to ask 

he has anything he wishes to add himself. 

Senator O’Manonery. Mr. Marshall. 

Mr. Burns. Is there anything you wish to add? 

Mr. MarsHAL L. No. 

Mr. Burns. But if you think of something— 

Do you want to see if Mr. Hogan or Mr. Bridenstine have any 

estions at this time ? 

Senator O’Manoney. Of course. 

Mr. Hogan. I said, I thought that was an unfair invitation. 

Senator O’Manonry. You can ask your questions now or later 

after you have made your further study. 

Mr. Hogan. As you can imagine, I'am in no position to cross- 


examine now. I was given no notice that the man would appear 
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not even on the file. ] sort of resent the offer, frankly, in the way 
was presented. I don’t think it was fair. 

Senator O'Manonry. Ll am sorry. No offense was intended, I an 
ure. , 

Mr. Marsnacyi. I might add one thing here. When Mr. Schofie] 
first brought in this, it was brought in actually through his general 
counsel to our firm. And we had determined at that point that 
before it got any further, if they were going to get any real evidence 
and I think that that is what Mr. Hogan refers to in the way of 
testimony directly from the dealers—we had scheduled to take 
least 50 depositions immediately, and we wanted to get through that 
before anybody talked to any of these dealers. And I wasn’t asked 
by Mr. Burns, but yesterday afternoon after linch we did go back 
to see Mr. O'Connell. Mr. O’Connell neither denied nor affirmed or 
confirmed the statements of the previous April, and indicated that 
everything was in fine shape now, and he was willing to show us al 
orders and anything else. 

It was so obvious that he had changed his attitude in the interve: 
ing months that we just left. 

Mr. Burns. I don’t know about that. Are there any others of 
these files that you saw a second time since April, either yesterday 
or any other time ¢ 

Mr. Marsuauu, No, because we did not go back to Lewis Auto, be- 
eause Mr. Brown told Mr. Amidon and me that Al Levine had left 
Lewis Motors and had a dealership of his own somewhere, and | 
didn’t know where it was. We didn’t go out. 

Mr. Burns. He didn’t know what make of car he had in that dealer- 
sh p either / 

Mr. Marsuauyi. He might have said Chevrolet, but I am not sure. 

Mr. Burns. Do you have anything else? 

Mr. Marsnuauu. No. 

Mr. Hogan. I think that you might explore that remark of Mr. 
Marshall about talking to Mr. O’Connell and he offered to show his 
orders to Mr. Amidon and Mr. Marshall. 

Mr. Burns. When was this conversation with Mr. O’Connell ? 

Mr. Marsuaui. About 1:30 yesterday afternoon. 

Mr. Burns. Will you tell us who was present, and as near as you 
can recall, what was said 4 

Mr. Marsuaty. Mr. Amidon and I went in, and I introduced Mr. 
Amidon to Mr. O’Connell, whom he had never met. And I related 
to Mr. ( C onnell much of what I testified to as to that April 13 meet- 
ing and what he had said at that time. And he went into a very long 
dissertation without answering the questions about how he was the 
biggest dealer in Chicago, the oldest dealer, et cetera, et cetera, was 
not afraid of the company, and everything between the company and 
his firm was just fine. And he volunteered that he would take us 
back and show us all the orders. And that is about all. 

Mr. Burns. How did that differ from what he told you in April! 

Mr. Marsuauy. Well, in April he had told us that he was not 
vetting cars through, though he had ordered them without heaters. 
As I say, at this time yesterday he would not confirm or deny that 


he had said that. Having done investigative work, I felt that there 
was no hope in going into more detail with him. And Mr. Amidon 
and I were in too much of a rush to get a plane to come down here. 


M 


STUDY OF THE ANTITRUST LAWS 3909 


Mir. BurNs. Now, Senator, since the positive statement was made by 
eral Motors that it caused an investigation to be made in ea h 
‘f the cases, and each of the dealers named flatly denied the charge, 
might be desirable to have Mr. Amidon, who was present, placed 
der oath and indicate whether he confirms what Mr. Marshall has 
ited. 
Senator O’Manonry. Mr. Amidon is already under oath; are you 
it ¢ 
Mr. Amipon. Yes. 
ator O'Manonry. I administered the oath to you, too, when 
Mr. Gees was testifying ¢ 
\ir. Amipon. Yes, sir. 
Mr. Burns. That was on November 22. 
Senator O’Manonry. You are ready to proceed under that oath 
with a complete waiver of the fact that it was administered while 
ere Was only one Se ne _— present ¢ 
Mr. Ammon. Yes, s 


TESTIMONY OF ROBERT H. AMIDON, STAFF MEMBER—Resumed 


Mr. Burns. Mr. Amidon, you are an attorney and member of the 

ull of this subcommittee / 

Mr. Amapon. Yes, sir. 

Mr. Burns. Did you see Mr. Frank Schmiel yeste rday in Chicago 
t tl he establishment of the Nelson Chevrolet, Inc. 

Amipon. I did. 

Mr Burns. Will you give us a summary of what conversation took 
place at the time that you and Mr. Marshall and Mr. Schmiel were 
together ? 

Mr. Amipon. Yes. After refreshing Mr. Schmiel’s memory to the 

that I had seen him before in my official capacity, which he 
nowledged, and after having told him briefly what the committee 

s doing, [referred to this prepared statement which General Motors 
is put in the record today, to the part where it suggests that he 
led, and at that time he objected and said that he did not want 

come in, but he reiterated what he told me before, namely, that 

Was maid to get cars without heaters. 

So at that point I went into his authority. I said, “What position 
lid you hold at the time?” He said, “I was the assistant sales man- 

ger. 

[ asked him, “Did you personally write the orders?” He said, 
*V oe: 9 

And then he brought this form out, to which Mr. Marshall has 
ilready referred, explained it to me in some detail. I remember that 
there was a kind of double column of two types of heaters. 

He said, “When I put these heaters in, I just did not check this 
olumn. I left it blank. That meant that I wanted these cars without 

eaters,” 

And then I asked him this, I said: “Well, now, after you made 

order blank out, did you give this order to a stenographer or 
ome underling to call the orders in?” He said, “Oh, no.” He said, 
“The purchase of cars in many respects is just as important as the 
elling of them. And I was assigned that responsibility by the owner, 
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and T personally called these orders in and discussed how I wanted 
them, what colors I wanted, what accessories I wanted on them.” 

And I said, “Well, how did you know that you could not get them ”’ 

I believe he said he called the dis trict. Chevrolet office, or some typ 
. an order office, and he said, “They just would not order against 
my orders, they would not submit an order.” 

“end [ said, “Well, did e contact someone higher up then, wh 

you could not?” He said, “Yes, I did.” And I asked him if he r 
called the name. He said it was a Mr. Harry O’Boyle, who was thy 
North Side Chicago city sales representative on Mr. Messer’s staff. 
who I understand was the zone manager. And he said that Mr. 
O’Boyle has since become zone manager of Milwaukee. 

I said, “When you discussed this with Mr. O’Boyle, what did he 
tell you?” He said, “Well, he told me this, that Chevrolet considered 
the heater to be an integral part of the car, and that if I wanted cars 
I was going to have to order heaters, or I was not going to get any 
ears.” He said, “I don’t feel that a heater is an inter: al part of the 

ir, that it is an accessory, just as many other things are.’ 

And he cited some other examples of accessories, like an additional 
bumper guard and a sideview mirror. But he said that “I still was not 
successful, and T tried many times: on many different occasions | 
put in orders for cars without heaters, and was unable to get them.’ 

Mr. Burns. Did you ask him to come to Washington with you to 
testify ? 

Mr. Ammon. Yes. After we completely finished our discussion re- 
earding his atte mpts to get cars out here, I said, “I want you to come 
down to Washington to te stify.” 

It was at that time I said to him, “Apparently General Motors 
would like you to come to testify, because here they are suggesting 
that we eall you.” 

“They may be suggesting it,” he said, “but I do not want to come,” 
indicating then that he was fearful of what future action might be 
taken against him, as Mr. Marshall has already indicated. 

Mr. Hocan. I wonder if we could have the facts rather than the 
indications and the surmises. 

Senator O’Manonry. That isa conclusion, Mr. Amidon. 

Mr. Amipon. All right. He stated that he had purchased this 
Chevrolet agency in conjunction with a partner—the partner had 
died—that it was too big an agency, and he could not handle it; that 
he had just recently sold it; that the Motors Holding Corp. of Gen- 
eneral Motors had a financial interest in it, that, it had taken him 
considerable time and negotiations to finally arrive at a settlement; 
that he had just been informed 2 days previous or several days pre- 
vious by Mr. Hufstader’s son that the check was O. K. and that it 
would be coming shortly, but that it had not arrived yet. He did 
not want to jeopardize the negotiations, because he said if they had 
to go through liquidation proceedings that he would not come out 
financially, possibly would not come “out. financi ally, as favorable as 
he was now, and that he had his life savings tied up; that he was 
going to stay on for a short period as gener: al manager with the new 
owner of Nelson; that he was hoping to get this dealership up in 
Highland Park; that he knew that a number of other prospective 
purchasers had put in their request to be considered for this franchise ; 
that. he felt that he had as good an opportunity as anyone of them, 
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that if he came that it would be very easy for this dealership 
e given to someone else; and he would have no way of knowing 
the decision not to give him this Highland Park dealership was 
ased on the fact that he came to testify. 
He said, “I don’t have any rights to this. I don’t know at this time 
it I am going to get it. I know that I am under consideration. 
el that I am as qualified as anyone else, and . believe that I will 
given as much consideration as anyone else, but there would be 
way for me to tell that they turned me down for this de alership 
f I come and testify.’ 
So then I told him—of course, he realized that we could subpena 
m; that we had that power. He said, “Yes, I know that, but I 
ope—I hope that you will not do that.” 
(nd then I also told him about Mr. Hogan and Mr. Curtice’s pre- 
vious statement that retaliatory action would not be taken against the 
‘ulers. Despite that, he said that he still would prefer not to come. 
| told him that when he arrived in Washington th at we would serve 
11 with a subpena if he so desired for his protection. He indicated 
he did not feel that would be sufficient protection for him, and 
did not want to come. 
| raised the question to him—lI raised the proposition to him that 
e, undoubtedly, would have to use his name, and he stated that he 
oped we would not find it necessary, as I was trying to impress on 
m that inasmuch as his name would have to be brought out that he 
cht as well come and give the information at first hand, but he still 
ontinued to object to coming. He said he did not want to come. 
Mr. Burns. You testified before this committee on Tuesday, No- 
ember 22, in corroboration of Mr. Brown of Schofield Heater, about 
isit to a dealer, but you did not name the dealer. Was the dealer 
t you were referring to on November 22 Mr. Schmiel? 
Mr. Amon. One of the dealers I referred to in that testimony 
Mr. Schmiel, who told me substantially the same thing with 
yard to not being able to get cars without heaters as he reaflirmed 
yesterday. 
Mr. Burns. Also, yesterday, did you go to Mr. Ray O'Connell, of 
Pag onnell Motor Co. ? 

Amipon. Ray O'Connell. Yes, I did, with Mr. Marshall. And 
| want to point out at this time that this is the first time that I have 
een Mr. O’Connell. I attempted to see him before when I was in 
Chicago in October, and he was out of the city. 1 was not able to 
ontact him. 

Mr. Burns. Do you want the statement of Mr. O’Connell? 

Mr. Hoean. I do not know what he is going to say: I do not know 

at he is going to talk about. 

Mr. Burns. Suppose you tell us about the conversation with 
(Connell. 

Mir. Amipon. I will tell you briefly. 

Mr. Hogan. Is it any different from Mr. Marshall’s? 

Mr. Burns, I] - not know. 

Mr. Ammon. I asked Mr. O’Connell if he was able to order cars 

thout heaters, foe he said, “Well, yes, I was. In fact, last year I 
Bot 22 cars without heaters, and I put the Schofield heaters that I had 
dered in them.” 
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Then he proceeded to tell me—he said, “Of course, | preter t 
genuine heater in preference to a gyp heater.” 

I said, “Well, what do you consider as a genuine heater’ Do y 
consider only the heater manufactured by Chevrolet as a genuin 
heater ¢” 

Ile said, “Yes.” That, in his opinion, all other heaters were gyp 
heaters. And he offered to show us some orders where he had be 

ble to order cars without heaters. I told him that was not necessary, 
that we ac epted his word that he was able to do that. 

During the course of the conversation, I asked Mr. O’Connell 
had anything that he wanted to tell me about General Motors’ oper 
tions or his relationship with them. 

Iie told me of his success, the leneth of time he had been in business 
and he prospe red quite we II. 

‘There is one thing I would like to mention he said that I objected t 
He said, “Just recently, the dealers here in town have been able to 
get preferential treatment on the receipt of the new 1956 Chevrolet: 
by giving to the zone managers and other General Motors officials 
Chicago cases of whisky and other gifts, and I do not like that.” 

Mr. Burns. Anything else i in your conversation with Mr. O’Conne}l ? 

Mr. Ammon. I wish to add this, to be fair. He said—he said to me 
at that time—he said, “However, I do not know, and I do not fee] 
that this is necessarily the policy of General Motors.” | Laughter. | 

Mr. Hocan. I wonder if we could have the names of the people who 
got the cases of whisky. 

Mr. Burns. I think that you will be able to, if you put Mr. O'Co 
nell’s name on your list. I think we will. We will find that out, too. 

Mr. Hoean. I take it that you will, because he talked to Mr. 
O’Connell. 

Mr. Burns. I assume that can be done. 

Mr. Amipon. Mr. W. W. Brown, the Chicago sales representativ: 
for Schofield, gave me some information which has already been testi- 
fiedl—some further information regarding a car dealer whose name we 
did not reveal at the time, but who is mentioned here in this record 
and I am wondering whether or not you want this. 

Mr. Burns. Did you talk to him personally ? 

Mr. Amipon. No: I did not. 

Mr. Burns. I think we should wait until we have the further 
hearing. 

Senator Wiley has requested that his administrative assistant, Mr. 
Lloyd Milligan, read a statement for him. He, the Senator, is unable 
to be here at this moment. 

Senator O’Manonry. I know Senator Wiley wanted to be here this 
morning. He is the ranking minority member of the Judiciary Com- 
mittee. And his assistant, Mr. Lloyd Milligan, tells me that the 
Senator wants this statement read into the record at this session. It 
is a short statement, I understand. 

Mr. Minniean. Yes, sir. 

Senator O’Manoney. Will you read it. 


STATEMENT OF SENATOR ALEXANDER WiLry, Memper, ANTITRUST AND 
Monopo.ty SUBCOMMITTEE 


Mr. Minuicgan (reading). “Mr. Chairman, I should just like to say 
few words as our subcommittee proceeds into its final consideration 
of this phase of our hearings. 
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“It has been a source of regret to me that, because of previous 

king commitments. it has not been possible for me to be contin- 
slv present at these hearings. 

"i am looking forward, however, to a study of the complete text of 

hearings. 

“Tl am most anxious that the record be as complete as possible. For 
reason, L am olad that the record will be left open, So that indi- 
| denlers, dealer associations, and all other interested groups can 
t their further observations and rebuttals, as they may deem 

issarv. 

‘Ew uit to say that I have personally been in touch with the Wis- 

\utomotive Trades Association, and I am going to ask the 
tirman now that the record be held open for a statement to be filed 
m reflecting the grassroots judgment of dealers in my State. 

“] think that we are all agreed on the important role played by the 

iobile dealers, not simply with respect to this industry, but as 

regards all of the communities in which they serve. I know many 

ese dealers in my own State. There are probably few groups in 
1 the men play a more active role, from a civic standpoint. They 
-engaged in the widest possible variety of church, fraternal, vet- 
. educational, and other affairs. The economic role which their 
panies play in communities. particularly small towns, is a major 


“I want them to feel that they are being given a square break, just 
I would want the corporation producing the cars to feel that way. 
[ am convinced that healthy and frank discussion between the dealers 
| the corporations is to everyone’s advantage. 
“I have received many complaints from individual dealers, and I 
t to study them close ly. No doubt, the association’s statement 
| reflect thos se compl: uints. 
“If there has been coercion; if there has been arbitrariness in deal- 
with them, then I think the facts should speak for themselves. 
() = other hand, the circumstances of a highly competitive industry 
iy be the principal reason for current problems, and I think that 
should take a look, therefore, at the whole picture and not assume 
we have necessarily gotten the complete picture, as yet. 
Since there are 17,000 General Motors dealers in the country, we 
not presume to have heard necessarily from a representative seg- 
ent of them. Certainly, the small number who have been heard 
orally may or may not be representative. No doubt there are great 
imbers of well-satisfied dealers whose viewpoint should be heard 
from, in order that the picture will be complete and fair. 
“My own interest has always been to find the facts. I am not in- 
terested in either defense of General Motors or in criticism of it. as 
h. but simply in getting the facts in a nonpartisan way. 
‘Above all, my interest has been in finding what legislation, if any, 
\V prov ide the answer to some of the prob sle ‘ms which have come up. 
My guess is that when the subcommittee gets around to writing its 
ul report at the conclusion of the present review, we will find that 
legislation which we will recommend will be ceneral across-the- 
axd legislation affecting the antitrust laws as a whole. 
it would appear that it would be extremely difficult to write 
gislation affecting the auto industry alone. The problems faced 
auto dealers are not dissimilar to the problems faced by dealers 
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in other branded merchandise, farm implement dealers, and oth, 
facing a competitive situation. 

“In any event, the American people are expecting a construct 
final report from our subcommittee, as I know our chairman yw 
agree. And, if we can come up with legislation which will help ym 
vide the answer, I hope that we can do so. 

“But my own estimate is that most of the type of detail problems 
which we have been encountering will not be susceptible to legisla- 
tion and that, ther ee the normal processes of our free economy 
health, constructive discussion—will have to solve many of these 
issues. 

“I do not, however, have a closed mind on this s subject. umn 
anxious to get the facts, and I have been pleased to receive miany 
comments from folks all over the country on this situation. 

Senator O’Manonry. Thank you very much, Mr. Milligan. 

The committee will stand in recess until 2:30 o'clock. 

(Whereupon, at 1:35 p. m., the subcommittee recessed, to resuine 
at 2:30 p. m., the same day. ) 


AFTERNOON SESSION 


Senator O’Manoney. Mr. Burns? 

Mr. Burns. Yes, sir. 

Mr. Hocan. Senator, in order to expedite the hearings, I would 
like to file a statement of Mr. Lukes, president of Motors Insurance 
Corp., in regard to some of those insurance matters, and have it filed, 
incorporated in the record as though read in the hearings. 

Senator O’Manoney. It may be received. 

(The statement referred to follows :) 


STATEMENT BY L. L. Lukes, Presipent or Morors Insurance Corp. 
AND GENERAL EXCHANGE INSURANCE Corp. 


1. REPAIR OF DAMAGED CARS INSURED BY MIC OR GEIC 


Previous testimony has raised the question of whether MIC or 
GEIC has a policy of prohibiting the repair in repair shops, other 
than those of General Motors dealers, of damaged cars that are in- 
sured by MIC or GEIC. 


The testimony 


(a) November 28, 1955, Mr. Reginald J. Holzer, Automotive Repair 
Executives Association : 


There is a realization that the independent auto repair shop is systematically 
being mowed down in a coordinated crossfire between GM and its subsidiary 
insurance companies, which companies, after high-pressuring car purchasers into 
buying their insurance, refuse to permit the assured to have his car repaired 
anywhere but in the shop of the selling dealer—or at most—in another GM 
shop. 

All we want is a chance to estimate and compete fairly in an open market 
with all other honest repair shops (pp. 5451-5452). 


(46) November 28, 1955, from affidavit of Mr. Darel Blakeslee, em- 
ployed by Paul Ries & Sons Auto Rebuilders: 
I was expected * * * (to get assureds) * * * to take their cars back to the 


selling dealer for repairs * * * Never to an independent repair shop, if we could 
help it. 
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While the dealer would work from his end, I would admonish the assured 
MIC would not guarantee the workmanship of independent shops for inde- 
ents did not use genuine GMC parts. I would also inform the assured 

is policy required him to cooperate with the insure r and refusal to allow 
to be repaired where we directed certainly was not cooperating. This, 
rse, implied policy cancellation, but I never directly used the term “cancel.” 
| my time with MIC, I don’t think that more than one-tenth of 1 percent 
cars I adjusted wound up in independent shops, and then only after a 
apse of time (pp. §454-5456 ). 


November 28, 1955, Mr. Paul Ries, Paul Ries & Sons Auto 
ders: 

* * * T am not permitted to estimate a wreck insured by GMC * * * let 
epair it. Why is this? (p. 5461). 
tacts 

T he poli "y of MIC-GEI¢ ith respect to the place of re 


/ 


paw 
red damaged cars. It is the normal } ractics e of MIC GEIC to 
:mend to insureds that they return dveir di umaged cars for repairs 
the — dealer, feeling that in thi vay they are best serving the 
ests of ‘all parties concerned. Ther re are many occasions where 
lie yhol ler pre fers to desig? ate a repairer ot f his own choice and 
LIC GEIC policy, as it apples in this situation, is set forth in 
netructions to adbanti rs as follows: 


der normal circumstances car owners prefer to have service and repair 


performed by the selling dealer; therefore, where the car is not at the 
dealer’s shop the adjuster should recommend to the insured that it be 
to the selling dealer’s for the completion of the repair work where this is 


nient. Where the insured raises objections, the insured’s wishes will be 
ed unless the adjuster can establish that the cost of repairs in a shop 
insured’s choosing will be in excess of the cost if the work were to be 
med by the selling dealer. In those unusual cases where the insured is 
g to pay the difference in cost by h: ae the work done in a repair shop 
s own choosing, this will be acceptab] 


Where it is felt advisable tie adjuster ‘ahnebe communicate with the dealer 
at he may have the opportunity to sell the insured on the advantages of 
g¢ the repairs performed in his shop, it being definitely understood that 


her the dealer nor GEIC-MIC can insist that the work be performed in a 
of our own choosing so long as there is no difference in repair cost. Under 
ircumstances should adjusters give the false impression that the claim will 
e paid unless repairs are completed at a repair shop chosen by G aI -MIC 
hould adjusters cast reflections against any type of repair shop. Where 
erence in repair cost is the factor involved, this should be pointed out to the 
red without the need for reflections on the overall operations of any repairer. 


\ 


.ccepting reports of loss: 
', When taking a report of loss, it is learned that the car is not at the selling 
er’s place of business but is so located that it can be taken there, the insured’s 
mission should be requested to make these arrangements. Where possible, 
desirable for the insured to contact with the dealer himself and arrange 
the car to be brought into his shop. If it is found, however, that to insist 
n the insured doing this inconveniences him, we should, with the insured’s 
mission, assume this duty. 
it is clear, therefore, that MIC-GEIC does not as a matter of an- 
need policy prohibit the repair of insured damaged cars in repair 
ps other than those of General Motors dealers. 
| would now like to turn to the actual operation of thi at policy. 

h) Actual operation of MIC-GETC repair-shop policy.—lIt is the 
xperience of MIC-GEIC that in the great majority of cases, the in- 
red of his own choice and without any action on the part of MIC 

IC will bring the damaged car to the selling dealer for repair. 
Following the testimony before this committee, to which I have 
eferred above, I had a study made on this point with respect to cur: 
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rent claims in process of adjustment in one region. This study in 
luded the following branches: Camden, N. J.: Charleston, W. Va 
Harrisburg, Johnstown, and Philadelphia in Pennsylvania; Was! 
ington, D. C. ‘The number of claims in the study is approximately 
600. The study showed that 73.7 pe reent of the insureds took their 
damaged car back to the selling General Motors dealer without any 
action on the part of MIC-GEIC, 14.7 percent agreed to have the 
damaged car returned to the selling dealer when the GEIC-MIC 
juster requested permission to do so in accordance with the policy set 
out above and the remaining 11.6 percent preferred to have their cars 
repaired ina repair shop, not that of a General Motors dealer. In ac 
cordance with the policy set out above that is where this 11.6 percent 
will be re paire “«l. 

In view of the time available, a study was not made of all current 
‘aims on this point. However, on the basis of a review of some 20,6: 
adjusted claims in a recent period throughout the United States in- 
volving claims principally of major damage, some 3,086, or 14.9 per 
cent, were repaired in repair shops other than those of a General 
Motors dealer 

I mit) point out that this direct business, howe ver, is not the total 
repair business that the general repair shops obtain on GEIC-—MIC 
repair work. General Motors dealers’ repair shops are not always 
equipped to perform all the repair operations on a wreck and the 
: aonb situation exists In the general repair shops. 

In those cases where a General Motors dealer assumes responsi- 
bility for getting the complete repair job done, if he lacks facilities 
to perform certain repair operations, he sublets the work to other 

neral repair shops. Similarly, a general repair shop, which assumes 
responsibility for the repairs but which lacks facilities to do all of 
them, sublets some of the work to other repair shops. 

The major categories cf sublet work involve such items as glass, 
frame repairs, and radiator work. The windshield glass replacements 
constitute a major item, Franchised dealers, as well as general repair 
shops, do not find it economical to stock all the various kinds of ¢lass. 
The type and size of windshield glass and door glass vary consider- 
ably by make of car and frequently by year model. A glazier spe- 
cializing in replacing glass carries an adequate stock and therefore he 
gets the business. Frame straightening and radiator work are also 
done by specialty shops. 

I estimate that the total dollar amount paid out to specialty repair 
shops on the items outlined above would pproximate somewhere in 
the neighborhood of an additional 20 to 25 percent of the total dollar 
loss payments of MIC-GEIC on all partial losses. 

[t is clear that, in actual operation, the policy of GEIC—MIC does 
not prohiibt the use of non-General Motors repair shops in the repair- 
ing of damaged cars. 


2. USE OF A BID SYSTEM 


Previous testimony has raised the question of the opportunity of 
the general repair shop to estimate on repair work where the insurer 


s MIC-GEIC. 


Mr. ReainaLtp J. Houzer. All we want is a chance to estimate and compete 
fairly in an open market with all other honest repair shops (p. 5452). 


ate 


i eae Ns ie 
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Mr. Pau Ries. Yet * * * I am not permitted to estimate a wreck insured 
GMC * let alone repair it. Why is this? (p. 5461). 
lliese statements make it appear that these gentlemen would want 
hid system. 
(;EIC-MIC does not use what may be termed “a bid system.” A 
stant ial number of insurance companies settle losses on the basis of 
i bid svstem. The adjuster handling the claim will obtain bids from 
eral different repairers, usually three. The low bid is the one 
usu nally accepted. As I stated, GEIC-—MIC does not use that system. 
GE IC—MIC believes that it delays the repair of the car- the car owner 
primarily interested in prompt repairs. 
GEIC-MIC has a qualified staff of competent adjusters, number- 

1.025 located throughout the United States. In the handling of 
jaa these adjusters are trained to ascertain the damage done, to 
timate the cost of the necessary repairs and to agree with the repair 

s| op on the proper repairs and arrive at an agreed price for these 
repairs. I may add that as time goes on, more insurance companies 
we adjusting their claims with their own qualified personnel in a 
— similar to that of GEIC-—MIC. 

t will be seen too that under a bid system, where several repairers 
re asked to bid on the repair job, the insured completely loses his 
hoice of where the car is to be repaired, unless the successful bidder 

happened to be a repairer that the insured had chosen. 


>. KEPAIRS TO CAR OF MR. STANLEY KLEKOWSKI 


Phere has been testimony before this committee by Mr. Pierro of 
e Auto Rebuilders of one so-called concrete case known to him of 
eatment of an MIC insured who did not wish to have his car repaired 
y the selling dealer (p. 5466). The MIC insured was Mr. Stanley 
Klekowski of Chicago, Il]. The testimony in part reads: 

Well, after dozens of phone calls, days of waiting while he urgently needed 

s car, Claims by MIC adjusters that my shop wouldn't use genuine Chevrolet 
parts or that MIC couldn’t guarantee any work, Stanley, completely bothered 
ind confused, finally agreed to have his car repaired by the selling dealer. He 
told me that although the car, which he had bought on payments, had finally 
been paid for, he nevertheless didn’t want to have his policy canceled by MIC. 

The facts are that the accident to Mr. Klekowski’s car took place on 
October 31, 1955, and was reported to MIC on November 1, 1955. On 
November 3, 1955, Mr. Peterson, adjuster for MIC, phoned Mr. Kle- 
kowski for permission to take the car to Seip Chevrolet Co., the selling 
dealer. Mr. Klekowski had no objection and said that he would go 
to the Ace Auto Rebuilders to secure the release of his car to Seip 

Chevrolet Co. On November 4, 1955, the car was taken to the Seip 
Chevrolet Co. On the same day, November 4, 1955, Mr. Peterson, 
and Seip Chevrolet Co., agreed upon the repairs to be made and 
their cost. Seip Chevrolet Co. was at that time authorized to pro- 
ceed with the repair work. Mr. Klekowski at no time mentioned to 
Mr. Peterson any unsatisfactory repairs by Seip Chevrolet Co. on 
uny previous loss. 

[ may add that at the time Mr. Pierro of Ace Auto Rebuilders was 
testifying that “almost invariably the car leaves my shop for desti- 
nation—selling dealer—even if it has to be towed aw: iy” (p. 5467), he 
had in his repair shop three cars, insured by MIC, for repair. ‘The 
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insurer of one car was Mr. O’Brien, who did not want to have his 
car repaired by the selling dealer. MIC complied with Mr. O’Brien’s 
wishes and had his car repaired by Ace Auto Rebuilders. The cost 
of repairs was $370. The two other insured cars being repaired by Ao 
Auto Rebuilders involve an estimated cost of approximately S: 
each. 


4, POTENTIAL VOLUME OF MIC-GEIC REPAIR WORK 


Mr. Ries in his testimony (p. 5461) draws certain conclusions as to 
MIC-GEIC’s share of the total repair volume available in this cow 
try under collision insurance on the basis of the premium volum 
written by MIC-GEIC in 1953 and 1954. He concludes that if GEI( 
MIC writes 10 percent of the tot: ul insurance premiums, GEIC 
MIC would pay for 10 percent of all the insurance companies repair 
business. 

I agree that this conclusion would be true if all insurance companies 
wrote at the same basic insurance rate and if all insurance companies 
wrote policies for the same period of time, for example—12 months 

This condition of uniformity, however, does not exist and therefore 
the conclusion arrived at by Mr. Ries is not correct. Repair volume 
actually depends upon the number of cars insured and not the pre 
mium dollar volume written by a given company whose rates are dif 
ferent from the total of the whole, or where the polic ies issued by that 
company run for a longer term of time as is the case with MIC 
GEIC. I do not have the — of the number of cars insured by 
other companies. Failing that I consider that the following is a fai 
gage of the repair situation: 

In 1954, 57,908,306 privately owned motor vehicles (excluding Pie 
licly owned vehicles) were registered in the United States. As o 
December 31, 1954, GEIC-—MIC has approximately 2,500,000 policies 
in force in the United States. 

Every car on the road is exposed to the incidence of theft, collision, 
x damage from many other causes. 

On this basis, it will be seen that MIC-GEIC have insured 4.33 
percent of the privately owned cars registered. All things being 
equal, GEIC-MIC would pay that percent: ige of all the repair volume 
on privately owned vehicles leaving more than 95 percent to be paid 
by other insurance companies or the ear owner, if he were not insured. 


5. BASIS OF INSURANCE PREMIUM CHARGE OF MIC-—GEIC 


[t has been testified that where the dealer has charged the retail 
customer a price in excess of the retail selling price suggested by the 
manufacturer, the so-called dealer pack, the resultant insurance cost 
of the retail purchaser is likewise increased. 

The premium charged by MIC-GEIC for insurance coverage is 
based not on the retail selling price of the automobile but, as is true 
of most other insurance companies as well, upon the factory list price 
of the ear. 

Mr. Hocan. Also a statement of the facts from the court records 
regarding General Motors in the National City Lines eases, which 
was discussed by Mr. Dixon, to be filed with the same understanding, 
that it does not need to be read. but mav be made a part of the record. 

Senator O’Manoney. It will be received. 
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lhe document referred to follows :) 


<paTEMENT OF THE Facrs From tue Court Recorps RrGarpine 
GENERAL Morors In THE NATIONAL City Lines CaAsEs 


On Tuesday, November 15, testimony was given by a former Gov- 
nment attorney before the Senate Judici: ry Antimonopoly Subcom- 
lad regarding the National City Lines cases in which General 
\otors was involved. This former Government attorney conducted 
ie investigation of the cases but did not try either the criminal case, 
ich resulted in the conviction of Gener: al Motors on one count and 
ts dismissal on the other count, or the civil case, which resulted in 
the dismissal of General Motors. In announcing the testimony, Mr. 
Burns, after stating that General Motors has in excess of 75 percent 
f the bus manufacturing business in the country, said (p. 44388) : 

This subcommittee is interested in determining what the facts were in this 

case and what the effect of the practices engaged in by GM and the other defend- 
its were on competition in the bus industry. We are also interested in finding 
it what the effeet of this litigation ultimately was with reference to the eco- 
mics of the bus industry, and whether General Motors had obtained advan- 
ves which could not be dissipated by court action. 

“What the facts were in this case” is a matter of court record from 

e two trials. Unfortunately, what was brought ont during the tes 

mony of this former Government attorney was an inaccurate and 

complete picture of the facts shown in the court record—so incom 

te and inaccurate that actually no mention was made that the final 

tcome of the several years of litigation in this case was we denial of 

relief requested hy the Government and dismissal of the civil 

tion against General Motors. This was in the final order entered 

y the Feder: : district court in Chicago, approximately 8 weeks ago, 
ol October 3 51, 1955. 

If the committee is to serve the purpose just stated of bringing out 
the facts, then the factual misstatements made by the former Govern- 
ment attorney should be corrected and the true facts, supported by 

tations from the actual trial record.’ should be presented pub slicly 
hefore this committee. 

First, what does the record show about National City Lines? Mr. 
ixon said perhaps it was the largest holding company controlling 

nd operating local transit systems in the United States. The rec ord 
oes not indicate if this is true or not, but the record does show that 
General Motors total sales to National City Lines companies during 
the years 1949 through the first 10 months of 1954 constituted only 

| percent of General Motors total sales of buses (G. M. Tr. Ex.11). Tt 
is Important to have this fact because the implication was left at this 
earing that it was by virtue of contracts with National C ity Lines that 
General Motors has achieved its present high percentage figure in the 
bus market. Obviously, with 96 percent of General Motors business 
from other sources, there must be some other reason for its present 
success in the bus market. 


Court citations are shown as follows: 


c R tecord on appeal to the United States Supreme Court, National City Lines, Ine., 
a United States, criminal No. 47—CR-524. 
G M rr. Ex General Motors trial exhibit. United States vy. National City Lines, Inc., 
a laction N 19-C-1364. 
4 De position of Roy Fitzgerald, taken in June 1954. 
‘Pr App Transcript on appeal to United States District Court, Northern District of 
Illinois, United States v. National City Lines, Inc., et al., civil action No. 49—C-1364. 


rr. 
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Secondly, it is true that General Motors sup yplied capit al to Natio; 
City Lines in the form of small investments in nonvoting preferred 
stock and that it had contracts to supply a portion of the C ity Lines 


bus requirements. But statements of the former Government attorney 
at this hearing wave none of the background for this investment and 


contracts, Which background shows that General Motors had no pu 
pose to prevent or restrict compet itors from the opportunity to secure 
City Lines’ business. 

Ilere are the facts from the court records: 

From 1923 until September, 1943, when it merged with General 
Motors, Yellow Truck & Coach Manufacturing Co., referred to as 
Yellow, was a corporation engaged, among other things, in the manu 
facture of motor coaches and buses During that pe riod (gene ral 
Motors owned slightly more than 50 pe rcent of its stock, and the publi: 
the remainder (CR 769). 

Yellow first entered the business of manufacturing motor coaches 
in 1923. From then until the early 1930’s this business was confined 
to the making of “large and heavy vehicles” for use in large cities 
such as New York, Chicago, and St. Louis (CR 771). In the early 
1930's, the management of Yellow conceived the idea of motorizing 
streetcar companies in small cities (CR 771-773). For some years 
streetcar companies in small urban communities had been losing money, 
and this, coupled with the depression following 1929, had resulted 
in depreciation of rolling stock and an inability on the part of street- 
car companies adequately to serve the public (CR 171-172). 

The Yellow management thought that, if it built a small bus, a 
market could be created in the smaller communities where a bus could 
be operated more economically than a streetcar (CR 771). However, 
great difficulty was encountered in persuading the power companies 
to motorize and give up their streetcars in order to give better service 
and at a profit’? (CR 773). Yellow, therefore, decided that the 
only way this new market for buses could be created was for it to 
finance the conversion from streetcars to buses in some small cities 
(CR (73). 

On June 29, 1932, the following resolution was adopted by Yellow’s 
executive committee (G. M. Tr. Ex. 1): 

After a general discussion, it was felt that, inasmuch as it is impossible to 
raise money through public issue of securities or outside sources to develop 
motorized transportation, our company should initiate a program of this nature 
and authorize the incorporation of a holding company with a capital of $300,000; 
however, the capital to be paid in only on approval of the executive committee 
from time to time. 

The holding company was formed and investments were made in 
companies in Kalamazoo and Saginaw, Mich., and in Springfield, 
Ohio (CR 775). In each case, Yellow successfully motorized the 
city and, having demonstrated the feasibility of using small buses, 
turned the management over to other interests and ‘liquidated its 
investment. By the end of 1936 Yellow had its money out of all three 
cities (and at a profit) (CR 773-775; G. M. Tr. Ex. 1). 

While these experiments were going on, one Roy Fitzgerald and 
some associates were conducting simils ar activities in other small com- 
munities and were buying their buses from Yellow (CR 775-776). 
Fitzgerald had been in the intercity bus transportation business for 
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_ 
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| vears (CR 431) but it was not until 1933 that he tried his 
enture of converting a city streetcar system into a bus opt ri ition 


R 442). This resulted from a Suggestion by il represents itive of 
that Mr. Fitzgerald purchase the operation at eldiane. LI. 
R 442). It was followed by the purchase of traction operations in 


ral sm ill cities. In each case Fitzgerald converted from street- 


to buses; purchased his buses from Yellow on time; reduced fares 
_ money (CR 445-460). 


Ay 19% , Roy Fitzgerald and his associates were operating local 
sit systems In several cities, mostly in the Middle West (CR 431 
8). The cities were: Galesburg, Johet, and East St. Louis, Ill: 


sa. Okla.: Montgon very, Ala; Kalamazoo and Jackson, Mich. At 

time he had an opportunity to acquire seven old electric transit 

tems from a power company ana convert them to modern bus opera- 

(CR 458-459). National City Lines was oreanized to finance 

equisitions and to take over the operation of the other Fitz- 

ld properties (CR 461). The financing of National took the 

"a public sale of common and preferred stock (CR 461-462). 

as expensive financing. op agereoate amount of stock sold was 

2.250.000. The financing costs were approximately $350,000 (CR 
61-462). 

National followed a policy of replacing old streetcars with new 

eS, of revising’ routes 1n order to serve newly developed areas not 

sible to the old trolley lines, and of modifying schedules to mini 

‘congestion in the handling of passenger loads. In each instance, 
National was able substantially to improve service and, in most cases, 
duce the fares in existence at the time of the acquisition (CR 
15-469, 585). 

Prior to the organization of National in 1936, Fitzgerald had pur- 

sed buses from Yellow to the extent of $800,000 or $900,000 (CR 

2, 476, 778). Yellow made 1 no investment in National until 1939 
CR 784; Tr. App., Vol. 2, 100-101). 

The first investment made by Yellow in the City Lines was in 
Pacific, which was organized in 1938 (Tr. App., Vol. 2, 100-101, ¢ 
72), for the purpose of iad some streetcar properties owned by 

Southern Pacific Railroad Co. on the west coast. 

[he matter was brought to the attention of Roy Fitzgerald by 
ople from the Pacific coast who first attempted to obtain financing 
n investment bankers. When this proved impossible, Yellow and 
ie of the other supplier defendants were solicited to supply capits al 
CR 469,590, 781-782, 846). The $300,000 fund which Yellow’s exe- 

tive committee had set up to test the feasibility of motorizing small 
tv operations was by that time no longer being used, and the com- 

ttee, therefore, authorized its investment to help organize Pacific 
CR 781). At the time this investment was made, nothing was said 
bout Yellow’s supplying buses to Pacific. The matter of a require- 
ients contract for buses was first mentioned (and by the management 
of Pacific) in 1940—2 years after General Motors made its invest- 
ent—because Pacific wanted, if possible, to obtain an assured supply 

f buses during wartime conditions. Pacific wanted a contract similar 
to that which had been entered into with National in 1939, which is 

scussed below. Such a contract was entered into (CR 820, 826- 
S27, 849-850, 1377). 


? 
Oo 


Le 
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Yellow’s investment in National in 1939 was solicited by Fitzge: 

10 Wished to expand National, but was unable to accomplis! 

ugh public financing. Fitzgerald told Yellow that the expansio; 
oo be accomplished only if suppliers would advance the money 

R473, 579, 785). Yellow authorized the investment of $300, 

{ R755, G. M. Tr. Ex. 2). Yellow was subsequently advised 
litzgerald that National would need $500,000 from Yellow and hoped 
to get Mack Truck to supply some capital. He then said he would | 
like a requirements contract for buses by which Yellow would agree 
to supply 85 percent of the new buses on Naticnal’s presently ow 
properties and 4214 percent on properties to be subsequently acquis 
Yellow’s president advised Fitzgerald that it was all right to bi 
1 Mack (his exact words were, * the more the better” (CR 788) ), 
that he would take up the question of the requirements contract with 


the executive committee (CR 788-789, 601). The investment 
$500,000 was made by Yellow and a requirements contract, as sug 
gested by Fitzgerald, entered into. Yellow did not ask for nor w 
L requirements contract: prior to that time the Fitzgeralds and N 


tional, after its organization, had been purchasing practically al] 
heir bus requirements from Yellow (CR 824, 490). The requir 
nents contract covered 85 percent of the requirements of new buses 0 
existing properties and 421 » percent on after-a ‘quired propert 
Phe open 15 percent was to enable National to purchase and try 
new models manufactured by others 5 R S24). Mae k True k 
ceived a contract for the other 4214 percent of the new bus business 
ifter-acquired properties. Mack had assured National it could a 
ros) henry buses competitive with Yellow’s. But it never did and 
‘sult failed to get its percentage of new equipment. Other 
than mi ani provision for Mack, the purpose of National in asking 
L requirements contract with Yellow was to assure a source of supply 
(CR 517, G01), 

In his opi ion In the CIV i] sult, the district court stated: 

* * * Before they learned of the Government’s investigation into these dea 
ngs, the management of General Motors resolved to dispose of the City Lines 
holdings, and the last of these investments was sold in 1949. All of the requirs 
ments contracts between General Motors and the City Lines defendants were 
eanceled in 1949, after the conviction in the criminal case. General Motors now 
holds no investment in, and has no requirements contract with, any local 
transit company, either in or out of the City Lines system. * * * (memora! 
dum of decision, September 19, 1955). 

This was the nature of these contracts. Yet the statement of the 
former Government attorney at this hearing was that “these suppliers 
(referring to the competitors of General Motors) were naturally fore 
‘losed from furnishing any further equipment to such companies after 
these contracts became effective.” In response to another further 
question by Mr, MeHugh, “So in substance would you say the prov! 
sion concerning the requirements in this percentage obliged them to 
buy these requirements from General Motors almost irrespective of 
competitive prices?” Mr. Dixon answered, “Oh, definitely, I would 
say that was the situation generally with reference to the purchas ses.” 
He then went on to say that General Motors thus acquired substan- 
tially all the bus business of the operating ¢ ompanies of the City Lines 
by making these investments and “the suppliers who made these so 

called investments themselves apparently recognized the obvious fact 


o retetein ae 


they were buying the stock only as part of a darger deal which 
. them the business of the operating companies. 
sut here is what the record shows was the effect of these contracts on 
eral Motors securing the business of National City. 

From the time of the organization of National in 1936 up to and 
or to the time of the execution of the requirements contract in 
) General Motors sold to National and its subsidiaries the follow- 

¢ percentages of their purchases of new buses: 1936, 83.3 percent; 

i, S8.0 percent 5 1938, 100 percent. 

During the 10-year per iod of the existence of the requireme nts con- 

ts. General Motors’ sales of new buses to National and its sub- 
aries Was the following percentage of their total purchases of new 
1939-49, 75.49 percent. 
Subsequent to the termination of the contracts General Motors sold 
National and its subsidiaries the following percentages of their require- 
nts: 1950, 100 percent; 1951, 95.7 percent. No purchases of new 
ises were made by National or its subsidiaries from 1952 through 
4 (G. M. Tr. Ex. 12-A). 
Since General Motors was already getting all of National C ity’ S 
siness prior to the contract, it does not seem a fair statement based 
on the record to claim that the reason for a 4214-percent contract was 
re the business of these companies. 
\o a , let me compare what was said at the committee hearing with 
e true facts from the court record: 


' 
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senator O’MAnHONEY. * * * You have on pages 7 and 8 told the story of the 
ed conversation between the president of the National City Lines, Inc., 
1 competitive bus supplier, and this you put in quotes: 

Well, I don’t think there is any point in our operating your buses * * * you 
our setup with General Motors and they are probably going to build 50 
))-passenger buses and if they build them, we will probably have to buy 

I think your bus is as good or better than any other bus, but with this 
ip we have, it is Just out of the question. You just might as well take your 
me other property with whom you can probably do some business.” 

Was that typical? 
lr. Dixon. I would say without question, Senator, that that is typical, and 

ild be amplified many times, 

[lere are the true facts from the record. On the question of whether 
contracts between City Lines and General Motors prevented com- 
titors from trying to secure City Lines business, there was only one 
tness from a competitor bus manufacturer who testified that he 
ed to solicit bus business from City Lines. He was a representative 

f the Twin Coach Co. who made the statement quoted above with 

spect to atte pape to sell the Los Angeles Transit Co. after it had 

een acquired by City Lines. What are the complete and accurate 
ts? It deve feed on cross-examination that the bus this witness 
is trying to sell to Los Angeles was a new model of which at that 
e he had not been able to sell one throughout the ¢ ountry and that 

en exhibited in New York City it had been barred by the police 
partment because it was sweeping people off the sidewalk (CR 

504), 

Cross-examination also developed the following facts: 

(). Mr. Morse, at the time Oakland was acquired by Pacific City Lines or Na- 
al City Lines in 1946, the previous company to Oakland had on order with 

an order for five of your buses?—A. Right. 

Q. Now, after the acquisition by Pacific City Lines or National City Lines, 
chever it was, was that order canceled ?—A. No. 


67272—56—pt. S— i 
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@. And vou filled it?—A. Right. 

(). Was the order increased ?7—A. Right. 

(). To how many ?7—-A. Twenty all told. 

@. So that after the Fitzgerald organization had taken over the property 
previous order that Twin had was increased four times?—A. That’s right 

Q. What was the experience that Oakland had with those 20 Twin buses? Vj 
it satisfactory 7—A. No; definitely not at first. 

Q@. As a matter of fact at one time there were 18 of them out of commiss 
simultaneously ?—A. That’s right, backed up against the wall. 

Thus, it can be said there was no proof that General Motors relatio 
ship with National City Lines companies prevented competitive mai 
facturers from selling their product. And, if the competitive bus 
manufacturer’s salesman was correct in his recollection, it seems rat 
obvious that the City Lines president was using the so-called Genera 


Motors tieup as a means of getting rid of a salesman whose product 
did not want. Asa matter of fact, on further cross-examination | 
witness developed some uncertainty as to just what had been said (CR 
308). Yet it was on the basis of the former Government attorney's 
misleading statements about this incident that Senator O’Mahon 
nia le the follow ing statements (pp. 4 177 4478) ; 

Well, it means then, that if it is typical, this transit-line official who made 1 
Stutement was saying that a better bus could not be purchased by his line |} 


cause of the illegal contract, the criminally illegal conspiracy, in which Gene 
Motors had participated to force the purchase of the General Motors buses 

Mr. Dixon. That is correct 

Senator O’Manonrery. I think that is a matter to which all who believe in lk 
free enterprise or competitive enterprise had better take notice. 

As a matter of fact, the evidence in the record proved without co 
ti’; idict ion that the General Motors buses were a better bus and that t 
sole reason for National City Lines buying General Motors buses, as 
had been the reason before the contract and was the reason after the 
contract, was the superiority of the General Motors equipment. 

Not only did Yellow’s requirements contract give ample opportunity 
to City Lines to try out and experiment with any type of bus that came 
on the market, but City Lines, as would any alert and well-managed 
company, kept operating records which afforded data for an adequate 

comparison of the relative merits of the various types of buses on thx 


market. This was true from the beginning of their operations and 
was still the policy of National at the time of the civil suit in 1954 


CR 1969 1967 : Tr. 326-333 

The reason for National’s continuing to buy practically all « 
buses from General Motors was given by its presents, Roy F oe ald, 
in his deposition taken by plaintiff in June 1954 (Tr. 222). He test 
fied as follows (Tr. 335-35 6): 

Q. Is it your intention, Mr. Fritzgerald, to go on as you have been, buying 
substantially all of your buses from General Motors?—A. Well, at the presen 
time I can’t see our way clear to do anything else from an operating standpoint 


I have no intentions of continuing to buy entirely from General Motors if 
can find another type of bus that will operate as cheaply or cheaper, it is cé 
tainly not our intention. ut at the present time, I know of no place or no 


other manufacturer to go to that will sell a bus that will operate as cheaply as 
the General Motors Diesel bus. We never were bound by any more than fort 
percent, even in the days of the contract of General Motors, and at that time 
we bought a much larger amount of buses because we couldn’t get a Diesel bus 
from anybody else; and after a few years of experience with Diesel buses, we 
found out if we wanted to lower operating costs, we would have to continue t 
buy Diesel buses. 
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| fhat the superiority of the General Motors diesel bus is the com- 


ng and, in fact, sole reason for National’s purchase of General 
rs buses, is confirmed by other data in the record. 
\ccording to National’s experience, the larger 36-passenger General 

\otors diesel bus oper: ated more cheaply than a 27-passenger gas bus 

y other make (Tr. 326). The only manufacturer of diesels be- 
‘General Molces was Mack, and National’s experience in St. 
s, trying out 25 new Mack diesels, was bad from an operating 
standpoint (Tr. 326). In addition to the superior diesel engine, 

General Motors bus was found by National to have a better auto- 

transmission, brakes, rear axles, step wells, and stanchions, and 
Il body design (Tr. 336-337). 
itional has had a regular procedure over a period of many years 
aking quarterly operating cost comparisons on each type of 
pment in all of its operations. ‘These comparisons show operating 

n cents per mile of maintenance labor, service labor, special 
tenance or overhaul, fuel, and depreciation. The studies show 
the General Motors buses have operated from 114 to 214 cents 
mile cheaper than competitors’ buses (Tr. 327-334). 

[he significance to National of these savings in operating costs 
ot be ignored. A motor bus travels an average of 60,000 miles 
vear (CR 690). On the basis of 114 to 214 cents per mile saving, 
vould amount to a total annual saving per bus of $900 to $1,500. 

Over a 10-year period these savings alone would largely pay for the 
nal cost of the bus. For a company such as National, operating 
e 2,000 buses (Tr, 360), the difference in net profit accruing from 
ise of General Motors diesels as compared to competitors’ buses, 
d amount to $1,800,000 to $3 million annually. 

[he court record, therefore, demonstrates National was and is buy- 
General Motors buses because of their merits, as are all other 
hasers, and not because of some insinuated improper relationship 

sugested by the former Government attorney. 

he former Government attorney also stated, in response to a ques- 
from Senator O’Mahoney with reference to the National C ity 

es-General Motors partial requirements contracts, that “these 

tracts were obviously illegal.” But here are the court’s words in 
structions to the jury in the criminal case (CR 1176) : 
the making of an investment by each supplier * * * was not in itself 
vful, nor was the execution of the * * requirements contracts * * *, 
or not made in connection with the investment. 
is further expressly ruled that the making of the requirements 
racts was legal (CR 1176) and no obpection was made by the 

‘rmment to this ruling (CR 1183). Judge Campbell, who tried 

riminal case, stated categorically (CR 1176): 
not unlawful to make a requirements contract * * *, 


\nd the district judge, in his memorandum of decision, in the civil 


made the following statements: 


The practices which the Government seeks to enjoin are not matters 
ight lawlessness or brazen price-fixing. Whether or not these practices 
egal under the antitrust laws turns upon nuances of circumstances which 
be foreseen or determined in advance of the event. * * * Requirements 
cts are not illegal per se, * * * Whether a contract for supplying a 
transit company’s requirements of motor buses, * * * would be unlaw- 
should not be decided until the circumstances surrounding the agreement are 
properly before a court. * * * 
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* * * As requirements contracts are not illegal per se, so it is not necessaril| 
unlawful for a supplier to help a customer financially, whether by extending 
liberal credit, making a loan, or investing capital. * * * 

One final point: Mr. Dixon said he would blush to mention the 
punishment in the criminal case because the court fined the individual] 
defendants “the magnanimous amount * * * of $1 each” (p. 4471). 
Then Mr. Dixon attempted to suggest that the court’s reason was 
because he thought it was an economic crime. Senator O’Mahoney 
offered the suggestion that the court fined them only $1 because the 
defendants were merely doing what they were told to do by higher 
executives whom they could not disobey upon the pain of losing their 
jobs, and Senator O’Mahoney further ‘stated: 


Well, until, as a nation, we begin to realize that economic crimes of tf] 
magintude described in your testimony this morning are recognized for what 
they are, as crimes that affect the livelihood of unnumbered persons, families, 
homes, and communities, it will be very difficult for us to do economic justice 
n this country and in the world (p. 4472 


Would Senator O'Mahoney have made this statement if he had 
known that, as stated in the court record, the judge who tried the 
criminal case said the following on this subject: 


I am very frank to admit to counsel that after a very exhaustive review of 
the entire transcript in this case, and of the exhibits that were offered and 
received in evidence, that | might not have come to the same conclusion as the 
jury came to were I trying this case without a jury. * * * My function is not 
to substitute my judgment on the issues of fact for the judgment of the jury 
but to determine whether or not as a matter of law there is sufficient evidence 
in the record to warrant the jury in finding the verdict which they found 

(CR 1189-1190). 

The court then sutained the verdict, adding: 

Much as my own conclusions from the same evidence might have been different 
(CR 1190). 

And here is what the judge in his recent opinion of September 19 
1955, in the civil case had to say on this point: 


* * * But the failure to ¢: 


incel these arrangements as soon as they were called 
into question by the 


» Government is also consistent with a bona fide belief of the 
defendants that there was nothing unlawful about the arrangements, and the 
court is not prepared to say that in the state of the law at the time the com 
plaint was filed this belief could not reasonably be entertained. * * * 

Mr. Hogan. We also have had prepared by Mr. Kyes a statement 
he made in regard to General Motors’ contribution to the motor coach 
industry. 

[ would like to file that, not to read it, with the understanding that 
t will be incorporated as though read. 

Senator O’Manonery. Yes. 

(The statement referred to follows:) 


STATEMENT BY Roger M. Kyes, Vice Prestipenr, GENERAL Morors 
Corp. 


GENERAL MOTORS CONTRIBUTION TO THE MOTOR COACH INDUSTRY 


There can be no question as to the vital role bus transportation has 
played in the development of the United States. 

my is a story of pioneering in every sense of the word. Once a path 

‘trail became reasonably “passable, it was not long before a for-hire 


a 
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ervice made it appearance. At first, passengers were carried in 

ventional automobiles. Soon the volume of passengers and bag- 
cage required the elongation of the chassis to provide more carrying 
capacity. As load requirements increased, passenger cars were dis- 
placed by large passenger-carrying bodies mounted on truck chassis. 

Concurrent with this development, double-deck buses purchased 

om the London General Omnibus Co., appeared on the streets of 
New York. 

This has all occurred since the turn of the century. The rapid 

velopment of bus transportation has taken place in such a short span 

years that the industry has been constantly troubled with growing 
<. The motor coach has supplanted the interurban systems and 
for all practical purposes eliminated the trolley car. 

lts highly flexible service has driven new arteries into the remote 

ons of our cities as well as our countryside. The motor coach 

lways been found on the horizon of new frontiers of development. 
pet 50) gps of the people who transact their daily business in 
utown areas of metropolitan cities use public transportation. 
| imnnu: ; trave J on public transit systems in cities during 1954 was 
xcess of 12 billion passengers of which rubber-tired transit vehicles 

ed 9 billie mn or three-fourths. 

Our incre: asing reliance on the motor coach as a means of intercity 

: f ther verified by its present-day role in carrying passengers. 
\ comparison of class I railroads with class I bus carriers (these fig- 

s exclude passengers carried by buses on local se oy and com- 

itation passengers on Ir ailroads) shows that buses in 1953 carried 

701,000 intercity passengers while railroads carried 200,941,000. 

fhe public owes a great debt to the bus operators of this country 
for their enormous efforts as well as their ingenuity against over- 
whelming odds. Roads and streets were poor, making for short 
vehicle life, high maintenance costs, and extreme difficulty in main- 
taining se schedules. 

However, operating difficulties have been only a part of their 
worries. Bus operators are engaged in a business which is regulated 

local, State, and Federal authority, both as to operations and fares 
to be charged. This limitation, particularly with respect to revenues, 
upled with the extreme sensitivity of the business to the smallest 
change in the relationship of fares to expenses, has made it difficult for 
them to operate at a profit. This condition can be traced in large 
part to the relatively small capital investment in relation to revenues, 
especially under the commonly used method of setting fares to provide 
prescribed return on investment. A small overestimate in antici- 
pated revenues for a bus company at the time fares are set, or an 
nderestimate of expenses, may have the effect of converting an ex- 
pected margin of return into an actual loss. 

One can realize the acuteness of operators’ problems by comparing 
ntercity operating revenues and expenses for 1939 and 1953. With 
1959 as the base of 100, operators’ fares or revenue per intercity pas- 
senger-mile was 132.1 in 1953. This increase is much less than the rise 

the consumer price index which on the same basis has moved up to 
192.6 and the wholesale price index which has risen to 219.8. 

In 1939 wages and salaries took 30 percent of the intercity bus 
revenue dollar. In 1953 they took 42.6 percent of the revenue dollar. 
Material and supplies, on the other hand, dropped from 33.1 percent 
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of revenue dollars to 31.9 percent. Depreciation, which reflects invest. 
ment in buses, dropped from 8.8 percent of revenues to 6.3 percent 
Net revenues dropped from 11.6 percent in 1939 to 4.5 percent in 1953, 

It is interesting to note that the increase of 12.6 percent in labo) 
expenses from 1939 to 1953 actually exceeds the total net revenue of 
11.6 percent enjoyed in 1939. 

Transit bus operations reflect an almost identical picture. These 
operators suffered a reduction in net revenue from 10.35 percent in 
1939 to 2..98 percent in 1953. 

These facts have forced the bus operator to be increasingly vigil 
in his efforts to reduce his transportation costs. In his search fo 
every possible avenue of cost reduction, the operator naturally turned 
to those who could furnish the most effective tools of transportatio 
and the best advice toward a solution of his operating problems. 

General Motors has fulfilled the requirements of the operator more 
effectively than its competition. Here is evidence to this effect. 

North Star Lines, a small Michigan intercity operator, was expe. 
encing high operating costs with competitive equipment. To meet 
his need for lower costs and a return sufficient to keep his business 
going, this operator began standardizing on GM equipment in 194! 
and now has 10 GM diesel intercity buses, a new garage and terminal 
The owner states: 

The diesel equipment required far less attention, was less subject 
road failure, and actually simpler to repair and maintain * * * We noy 
service our fleet with 2 mechanics instead of 4 * * * and with help from the 
factory we were able to change a bus washer into a good mechanic in less thar 
» years 

Now I would like to cite an example of cost saving from the ex- 
perience of Cincinnati Transit Co. Each year this company makes 
a careful an: — of bus operating costs to determine the efficiency of 
i fleets of vehicles. A comparison of combined fuel and mainte 
nance costs for buses of three makes but of like type, age, and capacity, 
shaws General Motors buses to have the best cost record by far 
Exhibit I substantiating this statement is attached. This same record 
holds for many other cities. 

The operating economy of General Motors buses is also attested to 
by Mr. Roy Fitzgerald, president of the National City Lines. 
transit operator in 40 cities throughout the United States. In 1954 
Mr. Fitzgerald made the following statement with respect to General 
Motors buses in connection with his deposition in the case of 7’. 
National ¢ "ity Line gs. et al. 1 quote : 

I know of no place or no other manufacturer to go to that will sell a bus tf 
will operate as cheaply as the General Motors diesel bus 

National City Lines has had a regular procedi ire over a period « 
years of making quarterly operating cost comparisons on each type ot 
equipment in all of its i ations. These comparisons shows opel 
ating costs in cents per mile of maintenance labor, service labor, special 
maintenance or overhaul, fuel, and depreciation. The studies show 
that the General Motors buses have operated from 11, to 21, ce 
per mile cheaper than competitor’s buses. 

Downtime resulting from major component road failures, so cost] 
to operators, is almost a thing of the past. The transit industry has 
benefited also. A typical transit operator has reported that in 1951 


\I 


\ 
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fleet averaged 234,000 miles of operation before a failure, and in 
nstance the failure was the result of improper mechanical ad- 
tment of auxiliary equipment. This operator’s superintendent of 
tenance reports, and J quote : 
I take this opportunity to say that in 25 years in bus maintenance I have 
experienced such a record. 
| now let me show you why we were able to make a more effective 
ibution to the motor bus industry than our ¢ a 
\Iany vears ago : became quite clear to us that the bus business is 
chly technical business. It is not merely a matter of making a 
duct and selling it. It is a highly skilled task like that of a pro- 
tion toolmaker for an industry. We determined that our organ- 
tion should be thoroughly familiar with the ever-changing needs 
the coach industry. We concentrated our technical skill toward 
lling these requirements. Over the years General Motors has 
dle mi e technical contributions to the industry. 
[1) 1931, the Monocoque body construction was developed by General 
ee coach bodies. This unified, all-metal, stressed-skin design 
ilar to aireraft-type construction and is an outstanding improve- 
t over older type of construction. Coach bodies were originally 
posed of steel, wood, and canvas mounted flexibly on steel frames. 
With this engineering “first” General Motors provided greatly in- 
ised. safety and comfort for the passengers. Coach weight per 
senger was decreased very substantially while at the same time 
body life was doubled. Monocoque ec onstruction in combination 
rear engine installation provided for one-third front two-third 
weight distribution, so highly important in steering, safety, and 
life. 
In 1938, after 6 years of intensive research and development, General 
tors introduced its 2-cycle diesel engine as new motive power for 


hes. Its intreduction was greeted with skepticism and indiffer- 
In the first year only seven operators were willing to use 
new powerplant. Although many makes of diesel engines were 


lable to the industry for use in buses, only General Motors had 
ourage and foresight to promote this type of power. Other 
ers failed to see the tremendous potential in lowered operat- 
costs. In 1939, 26 operators bought our diesel buses. Today, 
re than 700 operators have them in service and the total number 
ise exceeds 35.000. 
General Motors has contributed importantly to the development 
mproved transmissions. Our customers’ experience with earlier 
pes convinced us that development had to be directed toward the 
nation of continuous declutching, throttling, and gear shifting 
ty operations—so detrimental to transmission life and fatiguing 
the driver. In 1936 General Motors introduced the first hydraulic 
usmission for buses. This same basic design remains in use by 
rest of the industry to this day. General Motors, however, was 
ermined to provide a transmission design which would result in 
creater operating advantages and dependability. Accordingly, 
irch and development work was continued and in 1947 culminated 
the General Motors V hydraulic transmission. The important 
vantages of this transmission are excellent performance, long life, 
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almost 100 percent accessibility of major working parts, extremely 
low operating costs, and a reduction in weight of : 300 pounds. 

In 1951 a revolutionary General Motors developme nt was first shown 
to the bus transportation industry. It excited outstanding interest. 
This was air suspension which has since established new high stand- 
ards for passenger comfort. The first buses equipped with air suspen- 
sion were delivered in 1953. General Motors air suspension was the 
result of 12 years of research. Passengers are now riding in unsur- 
passed comfort, whether the bus is fully loaded or carrying only one 


passenger. Air suspension eliminated wear and breakage of costly 
metal leaf spring parts. As a result it is estimated that operators 
will realize a saving of more than $1,000 per bus over its useful life. 
Body stress and strain are reduced due to better shock absorptior 


which further reduces maintenance costs. Passengers board and 
alight in greater safety due to the constant step height. Air suspen 
sion is truly one of the greatest motor coach de -velopments of our time 

I have mentioned only the most outstanding engineering “firsts” 
which General Motors has contributed to the development of 
motor coach. 

Our technological contribution to the coach industry has been but 
a part of our total contribution. An analysis of the industry’ s prob 
lems clearly indicated that, in addition to a superior product, the 
bus manufacturer could make a contribution to the industry by devel 
opinga group of trained specialists who could effectively and effic lent) 
survey the total operation of a particular company and make sound 
and helpful recommendations to improve its overall efficiency. 

Many years ago we selected a group of men whom we thoroughly 
schooled in trans portation engineering. This group has acquired a 
national reputation in the motor- coach industry as being of profes- 
sional stature. Their experience, judgment, and recommendations 
are available to any operator who requests them, and without any 
obligation or cost on his part. To the best of our knowledge, no 
other bus manufacturer has an equivalent organization. The con- 
tribution this organization is making has been demonstrated i in recent 
years by the experience of the dep: irtment of street railw: ays of the city 
of Detroit. 


General Motors surveyed the DSR operations in May 1951 and 


recommended conversion of certain rail operations to bus operation, 


a modification and rehabilitation of obsolete carbarns to efficient repair 
shops, an upgrading of the seating capacity of their vehicles, together 
with revised scheduled services and routings to reduce wasted mileages 
and costs. As plans were formulated and put into effect, the DSR 
management converted a loss of $4,776,755 eee a. in the 3-year period 
1948 through 1950, to a net profit of $4,155,928 for the 3-year period 
ending June 1955, although operating revenues had dropped almost 
4 percent. 

After adopting and executing the General Motors survey recom- 
ee the Twin City Rapid Transit Co., of Minneapolis and 
St. Paul, increased its profit of $48,739 for the 3-year period 1949 
iheoaa 1951 to $2,165,372 for the 3-year period 1952 through 1954, 
desnite the fact that revenues were down by more than 6 percent. 


Earlier I spoke of our task as being like that of a toolmaker for 


industry. We recognized that not only was it important to supply 


ion 


aby: 
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.d tools in the first place, but that it was equally essential and 
o a part of our job, to assure satisfactory performance in their use. 
this end, General Motors pioneered preventive maintenance. 
fhousands of maintenance men have been instructed by our service 
rvanization in proper maintenance practices. 

It naturally follows that this widespread constructive relationship 

th bus operators has given General Motors an astute perception of 

problems and trends in the entire coach industry. As a result we 
ive been accurate in our evaluation of product requirements. In 
ther words, GMC truck and coach division of General Motors has 
een ready with the required product at the right time. 

\s you are aware, there have been changes in the competitive posi- 
tions of bus manufacturers in recent years. It might be well to ex- 
»lain the reasons for these changes. 

- Two fundamental factors are involved. First, competition has 
her failed to anticipate changing trends in transportation require- 
nts, or has been unable to design a product which would meet the 
quirements of the bus operators with the same effectiveness. 

\s to vehicle size a complete reversal in requirements for both city 

d intercity buses occurred between 1946 and 1954. 

For example, in transit operations buses carrying 25 to 34 passen- 
vers accounted for 51.4 percent of total deliveries in 1946. By 1954 
his percentage had shrunk to 8.2 percent. On the other hand, buses 

urying over 45 passengers were not even being built in 1946, but 
1954 this capacity accounted for 54.1 percent of total deliveries 
ty buses. Similarly in the case of intercity buses, only 1.9 per- 

t of total deliveries had 40 seats or more in 1946. By 1954, the 

veries of this capacity bus accounted for 85.1 percent of total de- 
es of intercity buses. 

In the case of both city and intercity buses, small low-seating ca- 

ty buses, which made up the bulk of deliveries just 9 years ago, 
gave way and were superseded by buses of larger seating capacity. 


hit 


xhibits II and IIL, graphically portray the decided reversal that 
s tuken place in this 9-year period. Some companies failed to ad- 
to the changing trend and never produced large-capacity buses. 
lailure to keep abreast of the requirements of the times naturally 
eant that the volume of these producers had to shrink with the de- 
ne in the volume of production of small buses as a whole. Com- 
ainies which persisted in this approach either have a low-volume 
operation in small buses now, or are out of business entirely. 

General Motors foresaw and prepared for this development. In 
148 General Motors pioneered with the volume production of the first 

ceptable 51-passenger city bus, and in 1953 General Motors led the 
ndustry with the introduction and volume production of a 41-pas- 
senger intercity coach of advanced styling and equipped with air 

ispension. This vehicle evolved from the original 41-passenger 
vehicle first produced in volume in 1948. 

The value to the operator of larger capacity coaches is illustrated 
by the experience of a typical transit operation. In 1954 the operat- 
ng expense per 10,000 seat-miles of a General Motors 40-passenger 
diesel bus was $131.38, as compared with $105.07 for a 51-passenger 
(seneral Motors diesel bus. 
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The second major reason for the change in the competitive positi 
has grown out of certain basic economic changes that have reduc 
the number of buses required. These are: 

The number of passengers has declined due to broadening aut 
mobile ownership, tourist-class air travel, the emergence of televisi 
and suburban shopping centers. 

2. Because of the improved efficiency of present-day vehicles, 
smaller number of standby vehicles are required. Also, improvement 
in transit operations has resulted in reduction of total bus mileag 
as unprofitable routes were eliminated. 

3. A large number of bus companies have gone out of busines 
particularly in smaller cities, because of reduced passenger voli 
and higher operating cost. 

Such economic factors affect all businesses and are beyond the co 
trol of any one enterprise. 

In summary: 

We have built an outstanding product. 

We have provided a product that has produced substantial econon 
savings to our customers. 

We have contributed significantly to the ability of our customers t 
manage their properties profitably. 

The fact that we hold the position we do is a measure of the faith 
and confidence our customers have in our products and organization. 
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Exhibit II 


TOTAL OF ALL CITY MOTOR COACH 
DELIVERIES BY US. PLANTS 


SOURCE OF DATA- AUTOMOBILE MFRS. ASS'N 








NUMBER 
OF 
| 6 
LEGEND 

SEAT CAPACITY 25-34 = 

35 — 42 

o-3 
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NOTE- PERCENTAGES SHOWN INDICATE PERCENT 
TO TOTAL OF ALL CITY MOTOR COACHES. 
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Exhibit III 


TOTAL OF ALL INTER CITY MOTOR COACH 
DELIVERIES BY US. PLANTS 


SOURCE OF DATA - AUTOMOBILE MFRS. ASS'N 
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NOTE- PERCENTAGES SHOWN INDICATE PERCENT TO 
TOTAL OF ALL INTER-CITY MOTOR COACHES 
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Senator O’Manonry. Is that all, Mr. Hogan? 

Mr. Hogan. Because we thought Frigidaire might be one of the 
matters you were discussing in a more general way, we have had 
pre _ «4 another statement of Mr. Kyes on Frigidaire. I would like 
to have that filed. We do not care to read it. 

Senator O’Manonry. But you want it to appear in the record? 

Mr. Hogan. As though read. 

Senator O Manonry. The committee, I think, will reserve the right 
to make any comments that may seem desirable. 

(The statement referred to follows :) 


Fae aR eS, 
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STri\reEMENT BY Rocer M. Kyrs, Vice Presipentr. GENERAL 
Morors Corp. 


FRIGIDAIRE DIVISION 


[In 1915 Alfred Mellowes engineered and built an electric refrig- 
unit and installed it in the bottom of a wooden cabinet. He 
nized the Guardian Frigerator Co. in Detroit. Mich.. in 1916. to 
ifacture and sell his refrigerators. During the period April 1, 
6, to February 28, 1918, Guardian built and sold only 34 refrig- 
tors, all of which were installed in homes in or near Detroit. 
Mechanical refrigeration was a novelty in 1917 and Guardian was 
han a small shop with total manufacturing equipment 
¢ of 2 lathes, 1 drill press, 1 shaper, 1 power saw, and a hand 


pump. 


i 


o more t 


neo this 2-vear period, the infant company lost $19,582. In 3 


() more, bringing its total deficit 


t 162 Contributing to this sizable loss was the constant expense 


sin 1191S Guardian lost S14.5 


ne the 54 retrigerators installed in the customers’ homes. 
Vir. Mellowes continuously sought capital for his struggling busi 
s fund-raising efforts met with little success. After over 2 
, the Guardian stockholders were willing to dispose of 
res in the spring of 191s. In early June 1918, Mr. Durant 
‘OMmpany. 


l 


name of the refrigve! wor «Al cl the company was changed to 


Nh the late si himer, ‘| he first Fridaire refrigerator was 

September 21, 1918. A vear later Mr. Durant sold all of the 

Krigidaire to General Motors Corp. for the $56,366 he had 

t. In this unpretentious manner, General Motors entered 
or business 


ar, food supply and food preservation were on the pub 


1 di iIn@ TLS, Men then associated with Mr. Durant reeall 


init pated distril uting the refi iverators through the existing 

| Motors dealer organization. Mr. Durant felt that elect 
vel ors might be classed as essential and thereby permitted to be 
tured durn oe the war. In the event automobile prod iction 
ed as unessential, Mr. Durant hoped to hold together the 


inization by supplvine them refrigerators until automobile 


) be re numed. As [ happened the war was over he 
retrigerator could be sufficiently developed ror broad dis 


1919, 1920. and the early part of 1921 Frigidaire continued opera- 
Wetroit. A distribution organization was started with sales 


being opened in 13 cities, but the product was poor and the 
ess suffered. Losses by March 31, 1921, had climbed above $2 


In the meantime Durant had left General Motors and, because of 
vidaire’s unsatisfactory performance, the new General Motors man- 
ent considered discontinuing the operation. Before making a 
sion, however, management sent a representative to visit many 
'rigidaire owners’ homes and, as a result, became convinced that the 
ea of electric refrigerators was gaining enthusiastic public accept- 
‘e, even though the product itself was still much too crude. It was 
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believed that intensive effort could transform the Frigidaire ref) 
erator into a sound and marketable product. 

General Motors management recognized that the engineering 
production problems involved in manufacturing a refrigerator were 
closely related to skills which General Motors had already perfected 
through manufacturing automobiles. General Motors was a specialist 
in metalworking; household refrigerators encompassed casting, forg 
ing, machining, stamping, pressing, and heat treating—all met talwork 
ing operations. The refrigerator, at that time, had many parts thiat 
closely resembled the parts of an automobile engine; too, a refrigerator 
had an electrical system and a cooling system as did an automobile 
Before these produce tion skills could be applied to refrigerator manu 
facture extensive engineering and development was essential. Thy 
existing Frigidaire facilities and organization were woefully inade 
quate for such an undertaking. 

Fortunately in 1921 surplus plant capacity became available at thy 
Deleo-Light Co., a General Motors subsidiary, located at Dayton, Ohi 
Deleo-Light was in the home-lighting business and had been doing 
research work in the electric refrigeration field. Thus Frigidaire 
found engineers and sales personnel with experience in the embryo 
home appliance field at Deleo-Light. In 1921 the Frigidaire opera 
tions were transferred to the Delco-Light. 

This move really commenced the development of Frigidaire. Te 
frigeration research at Dayton directed by Mr. Kettering transformed 
the experimental Guardian refrigerator during 5 short years into a 
efficient, smooth-operating apphance. 

Instead of the troublesome brine tank and water-cooled compresso1 
used by Guardian, GM developed a direct expansion coil and a one 
cylinder, air-cooled compressor; wooden cabinets were replaced wit! 
all-steel cabinets finished in baked enamel. Asphalt and cork sealing 
was perfected, thus eliminating food contamination from the seal and 
leakage of moisture into the refrigerator. The weight was slashed 
in half and the price reduced by about one-third. General Motors was 
first in the industry to offer the all-porcelain cabinet in 1927. 

Of great importance, too, was an educational advertising campaig! 
which was instrumental in convincing the public that mechanica 
refrigeration was superior to ice. An indication of Frigidaire’s pio 
neering leadership is the fact that it had approximately 50 percent 
of the business in the early twenties. 

The most important contribution of General Motors to the entir 
refrigeration industry was Freon 12. In 1928 Mr. Kettering and thie 
Frigidaire general manager recognized that all the then-known refrig 
erants were very unsatisfactory and that some of them were extremely 
dangerous. These unsafe refrigerants were a limiting factor on wide 
spread use of refrigeration in homes, hospitals, and for many uses 
To find a safe refrigerant was a challenge that was accepted by the 
General Motors research staff. In a remarkably short period it was 
determined that a particular gas, Freon 12, had both of the most 
important requirements for a refrigerant, being both nontoxic and 
noninflammable. Commercial production was established through the 
formation of a new company to manufacture Freon 12 and to sell it 
to the entire refrigeration industry. Thus competition, as well as th 
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a. | , benefited from this discovery. Even today no better refrig- 
t has been found. 

( ompetition in the refrigeration industry was rapidly stimulated 
new m: anufi icturers, such as General E ‘lectric, entered the field. 
gidaire’s share of the electric refrigerator business dropped from 

early high of approximately 50 percent to a low of less than 20 

y- | vik in 1951. One reason for the substantial reduction in Frigid- 

| ‘s share of the market has been the successful entry of other pro- 

wers. Today there are 42 refrigerator manufacturers. 

During the decade from 1926 to 1936, some of the Frigidaire’s 
rigerator competitors and other firms began manufacturing and 
ling radios, electric ranges, washers, ironers, and dishwashers, while 
vidaire concentrated solely on refrigerators. As an example of the 
ortance of these other m: jor appli: inces, sales of electric ranges 

126 were about half of the total refrigerator industry sales. Wash- 
machine sales were nearly 4 times the re frigerator industry 
more than 800,000 units. 

0 Dur oe the 10-year period from 1926 to 1936, the electric-range busi- 
r trebled while the washer business almost doubled. 

Contributing to the decline of Frigidaire’s percentage of refrigera- 
ndustry was the growth of these major appliance lines offered by 
petitors in addition to refrigerators. Frigidaire dealers were in- 
ng that Frigidaire broaden its appliance. line to enable them to 
pete better with competitors offering a broad appliance line. 

It was thus apparent in 1936 that, if Frigidaire were to operate 
essfully and to give its retailers proper support in the face of 
petitive selling, and to stabilize employment in its Dayton plants, 

e t would have to supplement its refrigerator line with other major 


pllances. 


sales, 


\dditions to the Frigidaire line of home appliances are guided by 
( - fundamental policies: 
T o provide such products as are needed to assure successful oper- 
on of the retailer dealer organization as Frigidaire has been well 
re that continuing success depends upon the success of its dealers. 
lo provide such related refrigeration equipment as will best 
e the dealers and the public through the advancement of the 
eral standard of living. 
lo add other products that will logically complement the refrig- 
tor line, such as electric ranges, automatic washers, etc., where 
daire through its engineering and manufacturing skill or facili- 
ind its distributing organization can make a major contribution. 
a rigidaire introduced its first elec tric ranges in 1937. Prior to 1937, 
1 vidaire had learned housewives’ preferences in ranges and designed 
e important features desired by housewives into its first range: 
I] l-poree lain construction; large oven, with better heat distribution; 
er broiling area in oven. Other products were added as sufficient 
nm and developed and where Frigidaire felt that it could make engi- 
- eering and design contributions to the improvement of the product. 


q \lthough Frigidaire’s initial attempt in 1920 to market a washing 
* ichine had been unsuccessful, personnel at Frigidaire remained in- 
+ terested in washer production. A washer was engineered in 1936 
" it it never reached the market because the design was not considered 


fieiently better than other washers being soid. 
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Frigidaire ingenuity was then directed toward developing an auto 
matic washing machine. In 1938 an advancement in automatic wash 
ing action was achieved with a patented pulsator mechanism. Unfo1 
tunately this pulsator mechanism created new design problems whic! 
were not solved until 1941. Limited production was started, but only 
200 units were produced before the war. All were placed in homes 
In Dayton for testing. 

Frigidaire halted all consumer goods production in early 1942 and 
converted 100 percent to war production. Frigidaire made its majo) 
contribution by producing war materials totally unrelated to its norma! 
peacetime appliance lines, including machineguns, propellers, aircraft 
control assemblies, 20-millimeter cannon parts, and aircraft carburet 
subassemblies. 

Prior to the end of the war, Frigidaire made a comprehensive su 

of its retail dealers. Frigidaire thereby sought to ascertai 
not dealer needs evidenced in postwar years would 
postwal period, and what product lines Frigidaire sho Li 
postwar market. In answer to the survey questir 
manufacture additional appliance products?” 
dealers contacted replied eV es.” Dealers’ 
ingly urged the addition of automatic wash 
iormal- and low temperature refrigerators, conventio 
chines, frozen-food cabinets, gas ranges, and ironing 1 
hat o1 le 
tioned were radios, vacuum cleaners, dishwashers, fo 
chen cabinets, food-waste dlisposers, and electric cloths 


Phe operating results of the 200 test automatic washers produced 
1941 dl ‘dealer enthusiasm to handle automatic washers pavé 
troduction of the automatic washer in 1947. W 


ition and more effective washing. rinsing, a 


this washer had many improvements over co 


lan ironer manufactured to order for Frigidai 


sume time in order to offer a full complement 
juipment 
oan manufacturing its own dryer. This Frig 
ienificant improvements in construction 


an all pr reelain cabinet and a new device fou 
t, lint, and moisture without the need for outsid 


laundry equipment, Frigidaire introduced 
ood freezer in 1947 and an electric dehumidifier in 1948, 
se products actua lly were Pp aiies reintroductions of ideas th: 
ween pionee red on a limited scale by Frigidaire many years be 
the food freezer in 1929 and the dehumidifier in 193 
Other appliances favored by dealers in the 1943 survey were th 
dishwashers and the food-waste disposer. After considerable devel 
opment work, a dishwasher with a new concept in cleaning dishes was 
introduced by Frigidaire in late 1954. To satisfy its dealers’ demands 
for a food-waste disposer, Frigidaire made available to its distributing 
ganization a disposer manufactured under Frigidaire’s name by 
anothe rcompany. 
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s Frigidaire has rounded out its major appliance ~— during 
ani 20 years In accordance with polici ies noted earlier. As late as 

6 the refriger ator was the-only major appliance sold by Frigidaire. 

Progress in the appliance industry has been rapid in the ‘Jast 20 
rs. The refrigerator continues to be the most important appliance 

terms of dollar volume, both for Frigidaire and the industry as a 

ole. However, 9 additional appliance items offered by Frigidaire 
account for less than half of its dollar volume, while the same 9 
ns account for nearly two-thirds of the industry’s volume. The 

-on for this difference is that Frigidaire entered these fields rela- 
ly late. 

Frigidaire manufactures products that have common character- 
s; that is, that can be produced in the same plants with similar 
s. that. require the same basic technical knowledge and production 

how, and involve the same types of raw materials. 

lor example, all Frigidaire products utilize a sheet-metal cabinet 
hed in enamel or porcelain. Most of them involve temperatures 

ring insulating materials and components that produce or remove 
Likewise, major components of Frigidaire products, such as 
pressors for refrigerators, food freezers, and dehumidifiers, and 
mechanism for automatic washing machines involve precision- 
le machined parts, close tolerances, and require a high degree of 
ed workmanship. With these similar characteristics in all prod- 
has been possible to effect economies in production that have 
issed on to the dealers and to the customer. 
use of its policy of entering new product fields only when able 
ike a definite contribution, Frigidaire today does not offer nearly 
y appliances as most of Frigidaire’s principal competitors. 
ittached chart.) For instance, Frigidaire does not manufacture 
ell radios, television sets, vacuum cleaners, toasters, clocks, electric 
kets, or many socalled traffic appliances marketed by its principal 
tors, 
neg 1954. Frigidaire’s share of the United States market for 
lowing was: Refrigerators, under 30 percent; electric ranges, 
20 percent : automatic electric washing machines, under 15 per- 

t; electric dryers, under 15 percent ; food freezers, under 10 percent, 

electric water heaters, under 5 percent. 

One of the important results of the addition of other major apphi- 
es has been the stabilizing effect upon the year-round sales curve 
the Frigidaire retail dealers, and on the year-round Frigidaire 
Noyment. 
lhe market for household refrigerators has always been seasonal. 
en today more people are willing to buy a refrigerator in hot- 

er months than during the winter. Factory employme nt conse- 
quer itly suffered severe seasonal fluctuations when Fr igidaire was mak- 
¢ only a summer product. The result was considerable h: ardship 
individual employees and their families, and adverse economic 
pact on the Dayton, Ohio, community. Now that Frigidaire offers 
ine of appliances that tend to balance each other in selling seasons, 
oth factory employment and dealer sales have become more nearly 
form throughout the year. 
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Frigidaire has recently taken the lead in designing entire kitch 
for the new-home market. These integral kitchens are preengineer 
predesigned, prestyled, and internally plumbed and wired. Build 
will be able to install them as a complete unit in a new home. ‘1 
development of this integral kitchen is a striking example of the team 
work between, and interdependence of, the General Motors enginee; 
ing and styling staffs and the Frigidaire divisional engineering gro 
at Dayton. 

That the GM slogan—*More and Better Things for More People” 
is a living creed is demonstrated by the contributors Frigidaire | 
made and will continue to make to the comforts of modern living 
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Mr. Burns. Mr. Hogan has said that General Motors Corp. would 
like to have Mr. Cyrus R. Osborn, vice president in charge of the 
engine group, make a statement at this time. 

Mr. Hogan. He would like to read a letter that Mr. Armington 
sent to Senator O’Mahoney, and he would also like to read a summary 
of the facts as to Electric-Motive. : 

Mr. Osporn. Mr. Chairman, this reads as follows—this has to do 
with a letter from Mr. Armington, general manager of the Euclid 
division, which is pertinent to the discussion that was held here during 
the hearings several days ago, and it reads as follows: 


Prior to the taking of any testimony on the day that I appeared before your 
committee, your counsel, Mr. Burns, made the following statement with refer. 
ence to General Motors’ acquisition of Euclid: 

“Prior to the acquisition’—this is Mr. Burns’ statement—"Prior to the acqui 
sition, Euclid purchased engines for its products from both General Motors and 
the Cummins Engine Co., Inc., of Columbus, Ind. * * * Since the acquisition by 
General Motors, Euclid’s purchases from Cummins have dropped about 75 per- 
cent * By this transaction, General Motors purchased one of its principal 
customers in the field and as a result was in a position to preempt—and in a very 
large measure already has preempted—the market represented by this cus- 
tomer * * Whether this merger violates section 7 of the Clayton Act is not 
free from doubt.” 


Mr. Armington goes on: 


During my testimony, my answers to your questioning brought out to some 
extent the inaccuracy of these statements, but in the transcript it seems clear 
that the questions did not give me an opportunity to show fully what the true 
facts were and how misleading the above statements are, nor did Mr. Burns make 
any attempt to correct these opening statements. 

You may recall that I stated General Motors had made no effort to influence 
my selection of engine sources, and that I continued to offer Cummins and 
General Motors engines as optional engines on all the equipment on which I had 
offered them prior to the merger. I am now enclosing the schedule of equipment 
which was discussed during the hearing which shows the shipments of engines 
by make used on each type of equipment manufactured by Euclid during the first 
% months of this year. These figures indicate that on the predominant volume 
of our equipment, Euclid offered the same choice of GM and competitors’ engines 
as it did prior to the acquisition by General Motors. You will also note that on 
those types of equipment in which the customer made his own choice of engines, 
the customer chose the General Motors diesel engine on 65 percent of the units 
and the competitive engines on 35 percent. 

You will note that these figures also show that only 28 percent of the equip 
ment shipped by Euclid during this period was of new models on which Euclid 
had standardized for mass-production purposes on the General Motors engine. 

Furthermore, as to my decision where standardization on one engine for our 
new product became necessary and I chose the General Motors engine rather 
than a competitive make, I do not think you can disagree with my business judg- 
ment in picking the engine which my customers today prefer. This decision on 
the part of our customers and in my own case was to be expected because the 
General Motors engine has proven to be substantially better in operating cost 
than the competitive engine. As a matter of fact, in February of 1953, almost a 
year prior to Euclid’s acquisition by General Motors, I had a careful field check 
made of comparative operating costs between the General Motors and Cummins 
engines and attach hereto for your information a copy of the report I received 
which as you will note shows that the General Motors engine was 4 to 15 percent 
lower than the Cummins in horsepower-hour cost of operation. 

This is not in any sense intended to depreciate the Cummins engine which over 
the years by reason of the excellence of its product has occupied an outstanding 
position in the diesel-engine field. 

Incidentally, I feel it should be emphasized that my selection of the General 
Motors engines for our new products in no way harms the competitive engine, 
because these new products were not produced and, as I emphasized in the hear- 
ing, could not have been produced by my company had there been no acquisition 
by General Motors. 
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a matter of fact, my own experience is no different than that of another im- 
manufacturere of earth-moving equipment who also offers the customer 
ice of Cummins or General Motors engines. This manufacturer, after read- 
he publicity on Mr. Burns’ statement, voluntarily called Mr. Osborn, vice 
sident of General Motors Corp., and made the statement that his customers 
ng the past year, on what must be obviously a free-choice basis, chose the 
ral Motors diesel in 81 percent of his vehicle sales, Cummins in 18 percent, 
tner, l percent. 
should thus be clear that Euclid’s increased use of General Motors engines 
een due to growing customer preference for that engine and that General 
rs has in no sense preempted the market represented by Euclid for General 
rs engines. 
Burns’ statements received wide publicity in my hometown newspapers- 
ie facts have not. You have stated many times the only purpose of this 
tigation is to bring the true facts before the public. I would appreciate 
do request that you read this—my letter—in open hearing so that an oppor 
may be afforded the public to have the true facts and I hope thus in some 
dissipate the prejudicia! effect of the inaccurate but widely quoted state 
your chief counsel. 


Signed, “Raymond Q. Armington.” 

Mr. Burns. Which part of the statement is inaccurate / 

Mr. Osporn. The fact that we had preempted the market throug 
quisition of Kuelid. 

Mr. Burns. Isn’t that a question of a conclusion to be drawn from 
sto which there mav be ditferences of opinion ¢ 

Mr, Osnorn. Well, Mr. Burns, I would read the statement, and ap- 

I thy the people who read the newspapers interpreted it, that that 

ie Intention or thought that you had in mind in making this 
itement. 

Mr. Burns. What was the intention ? 

Mr. Osporn. That it was General Motors’ intention when we ac- 

red Euclid to preempt the market for our own engine. And that 
is not so. 

Mr. Burns. How can Mr. Armington, who was not with General 
Motors Corp., deny what. General Motors’ intent was prior to the 
time that this company was purchased ? 

Mr. Osporn. I am just saying what General Motors’ contention is. 

Mr. Burns. That is different. You might say that that is the in- 
tention, you as Mr. Osborn might state that you know their in- 
tention, and that this is an incorrect inference on my part. But 
Mr. Armington is saying in this letter-——— 

Mr. Hogan. No, I don’t see the point. 

Mr. Burns. Don’t you think, Mr. Osborn, that when the statistics 
which were introduced in this record show that over a period of 
years the Euclid Co. purchased more than 50 percent of the engine 
requirements from Cummins, and that immediately upon the purchase 
of Euclid by General Motors Corp., the portion changed so that Gen- 
eral Motors increased to about 75 percent—— 

Mr. Osporn. No, I did not. 

Mr. Burns. I haven’t finished the sentence. Let me finish it. 

They increased to 75 percent from less than 50, while at the same 
time the Cummins engine sales were reduced to 25 percent, and where 
the evidence showed that some of the equipment which was designed 
ifter Euclid became a part of General Motors was designed so that 
only the General Motors engine could be used in it, except with modi- 
fications which would cost the customer more money, that that is 
some indication which might justify someone fairly in inferring that 


l 
i 
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the market was being taken over by General Motors Corp. for 
engines to be used by the Euclid division ¢ 

Mr. Osporn. No, I would not. And IT would submit as evidence 
of that fact the experience of another of our very largest competitors 
whose products are competitive across the board with Euclid. Sure}; 
there is no inference that there was any influence that could possibly 
be used upon that company. They had an absolutely free choice, their 
customers did, and they went even further than the Euclid customers, 
Sl percent as against 75 percent in favor of General Motors. 1 would 
think that that would prove very definitely a customer preference 
rather than any General Motors pressure on the users of the veh 
in preference to our engine. 

Mr. Burns. It may be that that is a proper conclusion to draw from 
those facts, which, of course, were not known to the subcommittee at 
the time that it presented the Euclid division statement. 

But when you attribute accuracy to the statement and underline the 
part “in a very large measure already has preempted,” I simply as sk 
whether you don’t think that taking 75 percent of the market for t! 
particular engine is in the nature of preempting the market. 

Mr. Osporn. Well, I would think, Mr. Burns, that you came to 
your conclusion too early. 

Mr. Burns. That could be. 

Mr. Osporn. The customer is the only one that preempts. 

Mr. Burns. We always have to change when we get additio: 
facts. My statement had to be based on the facts I had at the time. 

Mr. Osporn. Yes. 

Mr. Burns. Do you have a prepared statement also that you wis 
to give? 

Mr. Hogan. Yes. 

Mr. Ossorn. On Electro-Motive. 

Mr. Burns. Do you place the entire statement in the record? 

Mr. Osporn. Yes. 

In 1928 Mr. Kettering was engaged in experimental and resear 
work in the diesel-engine field with a view to developing a two-cycle 
engine. This was a natural extension of internal-combustion powe1 
research that had been one of the principal activities of the General 
Motors Research operation since its formation. 

While the diesel principle of compression ignition was accepted 
almost as early as the gasoline engine, the early diesel engines were 
heavy, cumbersome, and sluggish. These product characteristics were 
generally accepted as being inherent in the application of the prin- 
ciple of diesel power. 

Mr. Kettering thought otherwise. It was his opinion that diesel 
engines then in operation—to the extent that they were replacing 
steam engines—were designed according to steam-engine practice and 
built by steam-engine standards. As he expressed it, no one was in- 
terested in seeing how a diesel wanted to be built. He was convinced 
that it was possible to develop a light-weight diesel engine—the ob 
jective being twice the work at half the cost. 

Mr. Kettering concentrated on a two-cycle design. By 1930 sufi 
cient progress had been achieved to indicate successful ‘accomplish- 
ment of the ultimate objective. 

About that time, General Motors was afforded the opportunity of 
acquiring the Winton Engine Co., which was engaged in the business 
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producing four-cycle diesel engines of its own design for marine 
cations and gasoline engines for rail cars. Its operations had 
profitable and its facilities were apparently adequate for its pur- 
es. However, it was not tooled up for quantity production. In 
lition. the W inton management recognized the need for advanci ing 
“state of the art” of diesel design to broaden the fields of ap pli- 
tion. But under then existing conditions, Winton was in no posi- 
to undertake the major expenditures required for long-term re- 
rch and expansion without any certainty of return. 
view of these factors, and the recognition of them by Winton 
agement and stockholders, the company was available for pur- 
se. General Motors, on the other hand, had progressed sufficiently 
its two-cycle diesel development to be interested in developments 
e diesel engine industry and in an available medium for appli- 
on to commercial needs of the engines being designed and devel- 
by. Mr. Kettering and his staff. 
his background, negotiations were entered into and resulted in 
icquisition of Winton by General Motors. 
Shortly thereafter, Electro-Motive Co. became available. This 
any had been designing, selling, and servicing gasoline-powered 
is. The company was not a manufacturer. Winton furnished 
gines, the remaining components being acquired from other 
ers. 
The complete product was assembled by the car builder at the lat- 
‘s plant. In the early twenties this company ope rated successfully 
profitably. In the late twenties, as the price of gasoline increased, 
ne-powered rail cars lost their economic edge over steam engines 
e short haul rail traffie field. 
iI] diesel locomotive engines or switching engines had also come 
the field. At the same time the need for higher-powered engines 
lroad trafiie became increasingly more apparent. Diesel power 
red to be the only answer. 
ectro-Motive lacked the required research, engineering, and finan- 
-taffs to undertake development work in this field. However, 
tro-Motive had experience with the technical aspects of applying 
ternal-combustion power to rail transportation. It had a business 
ience and working relationship with Winton Engine Co, over a 
d of years, including the months following the acquisition of Win- 
v General Motors. 
With this background and the common interests and objectives of 
arties, the acquisition of Electro-Motive by General Motors was 
ral result. 
>the cor por: ation’s de ve ‘lopment of the two-cevele clie sel e neine 
la stage which justified the experiment: al use of these en- 
for furnishing power for a Chevrolet model assembly plant at 
2go World’s Fair. 
this time, after 4 years of depression, 55 railroads were in re- 
ership. These, as well as all other railroads not in receivership, 
faced with the problem of improving their earning position 
ough stimulating traffic and reducing costs. 
\t about that time the Chicago, Burlington & Quincy Railroad Co., 
ch, incidentally, was not in rece ivership, dec ided to install this new 
cycle liesel engine as the motive power for a newly designed 
eamlined train. 


Cal he« 
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On May 26, 1934, this new streamliner made its dawn to dusk r 
from Denver to ( ‘hicago i in 13 hours 10 minutes at an average speed 
of 77.6 miles per hour. Thereafter, additional engines were built at 
the Winton plant, and the two-cycle diesel engine became a factor 1 
the locomotive field. In 1935 General Motors decided to erect a fac tory 
at LaGrange for the production of locomotives, the engines still bei: 
supphed from the Winton plant. The first locomotive was delive red 
from the LaGrange plant in 1936. 

While the new business was launched, it still had its problems and 
its obstacles. Piston and cylinder head failures presented such serious 
problems that beds were installed in the first locomotives so that sery 
icemen could ride them around the clock and keep them in operatior 

Historically, railroads had bought custom-built locomotives 
equipped with different and distinctive devices. No two locomotives 
were alike. This long-established custom or practice was in dire: 
conflict with the principle of standardization tye h was necessarily a 
fundamental pohly of this new enterprise if it was to attain the su 
cess designed for it 

Our competitors in the locomotive field, in promoting their o 
products, did not overlook our frequent product failures in. those 
co) days. The dominant position of the steam locomotive in thi 

ilroad industry and the investment therein, as well as in shop and 
repair facilities, were important negative factors in the consideration 
by the steam-locomotive manufacturers of a venture into the manufa 
ture and sale of the diesel-engine locomotive, an unproven revolution 
ary product—particularly with many of the potential customers in 
receivership. 

As time passed, sales resistance declined and the merits of the 
diesel engine acquired greater recognition with the result that con- 
stant expansion of facilities was necessary to meet the demand for 
the product. In 1938, manufacturing plants were erected at La 
Grange for the production of diesel engines and electrical equipment. 

Looking back after the many years diesel locomotives have been 
in service, the advantages of diesel power as compared to steam power, 
for locomotives, are obvious. The record speaks for itself. But in 
the early years of the diesel locomotive industry, it was necessary 
to dramatize these advantages even to prospective customers who 
were not steam engine minded. 

Among other sales tools, a method of selling was developed and 
is in use today, called an economic study. Based on the performance 
record of diesel-electric locomotives of all types that were in service, 
it was possible to project the economies and return on investment of 
replacing all steam power with diesel-electric equipment. 

These studies became the standard method of selling in 1946, be- 

cause a return on investment of upward of 30 percent per year could 
be shown in comparison with steam operations. 

Two of the direct economies effected through the use of diesel 
locomotives are in fuel consumption and repair costs. In 1947, ac- 
cording to the Interstate Commerce Commission reports, the tot: : 
fuel bill for steam locomotives was about $582 million for coal and 
fuel oil combined. Had the work performed by the steam locomotives 
then in operation been handled by diesel locomotives at the same 
cost recorded by diesels then in operation, this fuel bill would have 
been more than cut in half with resulting savings of $340 million. 
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During the year 1947 the railroads spent $527 million on the repair 
steam locomotives. Based on the maintenance and repair costs 
diesels then in service, 40 percent of this amount, or $210 million, 
d be transferred from operating expense to earnings by complete 
eselization. 

(he combined savings in fuel and repair costs for the year 1947, 
e railroads were then completely dieselized, would have totaled 
million. 
hen it is recognized that the total earnings of all railroads in 

7 was $1,078 million before taxes, the magnitude of that possible 

million savings can be realized. In addition, other savings reec- 
zed at that time as being possible through complete dieselization 
he railroals would have resulted from the elimination of coal 

dling, water towers, ash pits, roundhouses, expensive back shops 
reduced maintenance-of-way expense. 

Further comparing the performance of diesel locomotives and steam 
motives, there are other advantages or savings, in some respects, 
ngible and indirect. 

One of the outstanding characteristics of the diesel locomotive is 
reliability—the habit of the diesel passenger locomotive of deliver- 
passengers at their destination on time. In addition, with these 

| locomotives, greatly increased speeds and shortened time sched- 

ire possible. Cleanliness and the freedom from smoke, cinders 
| dust are taken for granted by passengers today. ‘Train starts are 
other and the ride is more comfortable. 

Similar advantages result from the use of freight diesel power. 
With high initial tractor effort, starts are smoother and heavier ton- 
ve can be pulled at higher speeds. One of the largest steam locomo- 

ever built, rated at 7,000 horsepower, regularly pulled 3,300 tons 
er the Ogden-Green River run. A_ 6,000-horsepower Electro- 

ive diesel pulled 4.500 tons over the same route and with the same 

e schedule. 

Diesel electric freight locomotives average 10,000 to 12,000 miles per 

ith as compared with steam locomotives averages of about 8,000 
s per month. Major repairs of diesel locomotives are infrequent 

ereas steam locomotives required a 30-day major overhaul every 

Freight trains are moved by diesel power at a nationwide aver- 
of 25 miles per hour compared with the steam locomotive average 

6; miles per hour. The relatively smoother operation of a freight 
moving under diesel power is important when you consider that 

he 1940's the railroads’ annual bill for damaged lading exceeded 
million. 


; 


\ll of the foregoing advantages contribute importantly to earnings 
both passenger revenue and freight revenue through, first, re- 
ed operating costs and, second, increased revenue by reason of 
proved service. 
\Ithough we have had unreserved acceptance of diesel locomotives 
the railroad industry for the past several years, product improve 
ent by Electro-Motive division has continued and even accelerated 
recent years, 
Che prewar Electro-Motive diesels of the 1936-44 period, although 
‘in use and apparently rendering satisfactory service, are, in fact, 
solete. A piston in a 1938 Electro-Motive diesel engine had a useful 
te of about 75,000 miles. Today, the same sized replacement piston 
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has a life of 1 million miles. It also costs less than the 1938 pisto 
A 1938 motor required rewinding every 300,000 miles. ‘Today, tract 
motors are running over 1 million miles without rewinding and t! 
ultimate life is, as yet, piece n. 

The first freight locomotive built in 1940 had a 5,400-horsepoy 
capacity. A freight locomotive of similar characteristics built 
Ilectro-Motive division today has 7,000 horsepower and has 35 » 
cent more traciive effort than its prototype. 

In fact, improvement in performance through the vears has be 
SO rapid that it has Kept pace with the rising cost of service 
maintenance. Electro-Motive’s diesel engine of today operates 
approximately the same cost per mile as the earlier diesel electric, 
spite of the shr inking purchasing power of the dollar. 

In addition to incorporating improvements in current producti 
all of the basic eon sig ments can be applied to diesel electrics pro- 
duced in earlier years, when they require substantial repairs. Thus, 
an old diesel iackein ‘an be rebuilt and upgraded at substantially les: 
than the cost of a new locomotive and the rebuilt locomotive \ 
actually be better than when it was a new product. 

The research staff of General Motors Corp. did not discontinue 
efforts after it had developed the two-cycle diesel engine. The u 
injector had been refined and further de ‘veloped to satisfactorily ha 
dle lower grade fuels. The research staff developed detergent additives 
for lubricating oils necessary with the increase in horsepower 
cliesel electric e1 wine 1S, 

A mechanical filter for lubricating oils developed by research \ 
improve locomotive opere tions and reduce lubrie: ating oil cost. A 
technique for making dies by shell-mold casting, developed by re 
search, is being used by Electro-Motive in its manufactur ing processes, 
as are also chrome-plating techniques for cylinder liners ‘and pisto1 
rings. Developments for the future, in the area of free-piston gasifier, 
turbine, and nuclear fields, the possibilities of which cannot now b 
foreseen, are being studied and investigated by the research staff. 

At the same time, continuous use is made of research testing facili- 
ties in Electro-Motive’s engineering study of new materials. 

Attached is a schedule of deliveries of diesel electric locomotive 
units in the industry for the period January 1936 through August 
1955 (exhibit A). 

During these hearings it has been stated in some instances and i1 
ferred in others that General Motors has reached and enjoyed a dl 
RPE position in the diesel locomotive field by reason of any on 

or ; combination of the following advantages: 

. The use of General Motors traffic volume to force its diesel powe: 
on ‘the railroads and to sustain a dominant competitive position. 

2. General Motors enjoyed an unfair advantage during World 
War II under the War Production Board materiel allocatio) 
regulation. 

3. By the end of World War II General Motors, because of | 
great number of its locomotives owned by the railroads, possesse« 
an advantage, through the standardization on one product for the 
railroads which was an insurmountable obstacle to its competitors 
in the sale of their new postwar diesel locomotive models. 

4. General Motors’ predominance of the market after World War 
II, when all builders offered a complete line of diesel locomotives 
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oe from the above factors, and not from the product superiority 
services rendered the railroads by General Motors. 
an amazing fact that two of the largest builders of locomotives, 
iving been in the business more than 100 years and between 
ving 80 percent of the business, should have been supplanted 
ewceomer with a new product. The significance of their posi- 
t anv time during the continued growth of the newcomer could 
ve been obscure to them. 
ould seem that these old ste am- locomotive supphers, with their 
ite railroad associations, existing over scores of years, at the 
vould have properly analyzed the requirements of the rail- 
ind the merits of this new revolutionary type of motive power. 
ly. as time passed they were in a position to evaluate the 
es toward diesels by the railroads and to take proper 
o protect the prefe rred position they occupied. 
et, their position at the time General Motors entered the 
id motive power field with their diesel locomotives was so 
that they virtually enjoved so-called captive markets with 
lual railroad accounts. At that time each railroad standardized 
builder’s locomotive to such an extent that railroads were 
ed as accounts of specific locomotive suppliers. 
example, the Union Pacifie was recognized as an Alco account 
Pennsylvania Railroad as a Baldwin account. (See exhibit 
ating the division of the railroads between the three com- 
nn the above basis. ) 


t, the working relationship between these companies was so 
it in one instance (in 1939), one locomotive builder designed 
Mi = et locomotive, advertised as the most powerful of its time, 


» Yellowstone type. One demonstration unit was built and 
to a | alee which was one of the design builder’s historical 
omers. 
1 a followup order for 11 units was indicated, all the design 
ngs, patterns, and so forth, were handed over by the design 
er to another locomotive builder, who delivered the 11 locomo- 
to the historical customer of the design builder. 
th such a situation, is it any wonder that they did not concern 
mselves over this new little producer with, as they termed it, this 
razzle-dazzle product ¢ 
repeat, they were dominant in their field. It is a fair inference 
they were so presumptous as to believe that no newcomer could 
bly. Bs = their dominant position; they were large industrial 
panies; they had adequate facilities to design and build any type 
omotive that the railroads required, and they had the finances 
rry out any program they desired. 
fact, even after the construction of the first diesel locomotive 
by General Motors at La Grange, Ill., their manufacturing 
lities were many times greater than this new facility erected by 
eral Motors. 
\nd most important, they were, and would have continued to be, 
ed to stay with the steam locomotive and to ignore the ad- 
tages of diesel-electric locomotion, which, if not developed and 
oted by some newcomer to the industry, would have been lost 
ie railroads and the countr y: 
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This was the situation when General Motors brought out its ney 
diesel locomotive product. General Motors produced the first diese] 
passenger locomotive in 1934. From then through 1939 General 
Motors built 100 percent of the diesel passenger locomotives for the 
industry, having delivered and having in service some 103 units befor 
the first competitor designed and built a diesel passenger locomotive 
In 1940. 

The first diesel freight locomotive designed and built by Genera] 
Motors, composed of two units, was completed by Electro-Motive o; 
November 19, 1939. It was in demonstration service on 26 United 
States railroads, operating in heavy freight service for 86,000 miles 
before being sold in November 1940. Thereafter, Electro-Motiy, 
did 100 percent of the freight locomotive business until January 1946 
when American Locomotive C'o. produced its first cliese] freieht 
locomotive. 

Alco indicated by its statements before this committee that they 
introduced the first diesel switcher locomotive in 1924 while General 
Motors did not produce its first switcher until after the erection of 
its first cliesel locomotive plant at La Grange, in 1936. Consequently, 
it would appear that they had an early advantage to properly deter 
mine the values of this new form of motive power. 

In contrast with the reasons for General Motors dominating posi 
tion, as stated by its competitors, actually the greatest competitiv 
advantage the Electro-Motive division of General Motors enjoyed 
was the attitude of its competitors. 

When Mr. Kettering was being questioned by Senator O'Mahoney 
(I expect you will remember this Senator) in a hearing some years 
ago regarding General Motors’ percentage of the diesel market, he 
replied that our greatest competitive advantage is our competitors’ 
belief that we are crazy. 

Except for the diesel switcher locomotive, they initially placed no 
faith in the great potential value of this new form of motive power to 
the railroads. They believed that steam locomotives would remaii 
supreme. ‘Typical of their attitude are several speeches made by the 
principal executives of these two large manufacturers. 

The following are excerpts from a speech (exhibit C) delivered by 
Mr. Robert S. Binkerd, vice president of the Baldwin Locomotiv: 
Works, before the New York Railroad Club in New York City o1 
April 25, 1935: 

Tonight, I propose, as far as our human frailty will permit, to speak without 
prejudice. I think 1 am in a position to do so; and when I say this I say it not 
only on behalf of the Baldwin Locomotive Works, but on behalf of the three 
recognized locomotive builders in this country. 

it is interesting to note that they did not recognize us at that time 
as being a builder 

Each of us has the engineering brains and the manufacturing ability to build 
any kind of a thing that moves on wheels. * * * We want to give that client 
sound and intelligent advice free from the fads and fancies of any given mo 


ment—advice that 10 or 15 years from now he will have been glad to have received 
and acted on. |Italie ours. ] 


Today, we are having quite a ballyhoo about streamlined, lightweight trains 
and diesel locomotives, and it is no wonder if the public feels that the steam 
locomotive is about to lay down and play dead. Yet over the years certaii 
simple fundamental principles continue to operate. Some time in the futur 
when all this is reviewed, we will not find our railroads any more dieselized thar 
they are electrified. * * * [Italics ours.] 
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speeds that are being made with these diesel streamlined trains are not 
ise of any fundamental characteristics of the diese! engine, but in spite of 
As I will develop shortly, a fundamental characteristic is a rapid loss of 
ir pull at speed, so that at 70 or 80 miles an hour a diesel locomotive can 
exert one-tenth of its starting power. * * * Do I need to argue that this 
pment cannot possibly be the means for general passenger service to the 
of the United States? 
us move to the fundamental considerations which affect the use of 
or steam power. As you look up to the upper left-hand corner of slide No. 
: see the tractive force curve of a better diesel locomotive than has yet been 
We designed it, but nobody yet has come forward to pay $400,000 or $500,- 
it would cost to build it. This diesel locomotive has the advantage of 
175-horsepower engines that weigh only about 13% pounds per horsepower. 
the advantage of special and expensive electrical and mechanical equip- 
designed to overcome, as far as possible, that characteristic loss at speed 
er delivered at the rim of the wheel. But notwithstanding all these 
you see that at SO miles an hour this diesel locomotive has hardly 15 
t of its original tractive force left. 
en, on the other hand, we turn to the tractive force curve of the Northern 
t-S—4 which we built last year, you will note that it has a tractive force 
tarting of only 70,000 pounds. But at 80 miles an hour it still has nearly 
iird of its original tractive force; and in all the working speeds from 30 
n hour up it has a constant excess of approximately 8,000 pounds of 
e force. And lastly, note that this steam locomotive, which gives a 
tractive force curve at all working road speeds, would be reasonably 
at not more than one-third of what it would cost to build the diesel 
ve with which it is compared. 
fore, the field of probable profitable application of the diesel loco- 
pretty generally indicated at work speeds not exceeding 10 miles an 
ours. | 
» Wish to point out with equal clearness that no one can predict with 
nty as to what the maintenance cost of a diesel locomotive may be over 
f 20 or 25 years. And I do wish to say unequivocally that there is not 
ntilla of evidence to justify the claim that a deisel locomotive of equal 
on drivers cen be maintained at a cost as low as that of a steam locomo- 
the same age after the first year or so. Everything points to the proba- 
1 substantially higher maintenance cost for diesel locomotives than for 
ilent steam locomotives of the same age. The only thing nobody knows 
i1uch higher. [Italic ours. ] 


\ 


f 


lhe press might be interested in the title of that speech. It was 
‘Muzzle Not the Ox that Treadeth Out the Corn.” 
s important to note that the Burlington Railroad had placed in 
‘its first diesel locomotive designed by General Motors approxi- 
lv 1 year before this speech was made. 
On April 25, 1938 (we are now pretty well into this), Mr. W. C 
erman, president of the American Locomotive Co., made a speech 
bit D) before the Western Railway Club in Chicago, excerpts 
ch read as follows: 
a century, as you know, steam has been the principal railroad motive 
It stillis and, in my view, will coninue to be. [Italic ours.] 
* * * + i” * 
he possibilities of the diesel-electric locomotive are already fixed and known; 
ire as given above. Not so with the steam locomotive. 
though it is over 100 years old, it is still in the process of evolution, develop- 
and perfection, is not the same as the steam locomotive of yesterday, and 
apidly adapting its_lf to the demand for high power and and speed. 
* * * * * co * 
Che diesel engine does not like to be overloaded and shows unmistakably its 
rsion by the behavior of pistons, piston rings, exhaust, ete., while the steam 
zine is not so fussy—it graciously responds to overloading * * *. 
‘he old Iron Horse literally breathes fire and water. It likes a challenge 
om youngsters like the electric and diesel-electric, especially in the spring of the 
year. 


¢ 
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‘s, Simply will not be its age. 
ice re history than any other mechanical unit in existence ar 
ht y, “You haven't seen anything yet.” 


hat the very moment the president of 

Locomotive Co. was advising the assembled executives of t 

LC nited Stat ilroads before the Western Railway Club, April Z 
1 would be with us forever and diesel was but a passi 
Motive had General Motors locomotives operating 


stean 
v. kKlectro 
Howling Tamous high peed trains across the country, pull ! 
17 of their blue-ribbon trains: 


Burlington: Pioneer Zephyr, two Twin City Zephyrs, Mark Twa 


Zephyr, two Denver Zephyrs, Sam Houston Zephyr. 
Union Pacific: City of Portland, two City of San Franciscos, tw 


City of Denvers, two City of Los Angeles. 

Santa Fe: Two Super Chiefs, E] Capitan, San Diegan, Chicagoan, 
Kansas ¢ ityan. 

Boston & Maine: Flying Yankee. 

b. & O:: Royal Blue, Abraham Lincoln, Ann Rutledge. 

Illinois Central: Green Diamond. 

Rock Island: Texas Rocket, Peoria Rocket, Des Moines Rocket 
Kansas City, Minneapolis Rockets (two), and Denver Rocket. 

Nine years after Mr. Dickerman read diesel out of the picture, a 
later president of Alco sadly announced that Alco had ceased steam lo 
comotive production and one of his vice presidents gave a statement to 
the press that they were— 
not intentionally going out of the steam locomotive business. It is simply a 
matter of demand. All orders and inquiries for new motive power from domesti: 
railroads are for diesel-electrics. 

All during this period, Baldwin, American, and Lima were building 
steam freight locomotives and even in 1946 were introducing new mod- 
els of steam locomotives which they claimed would outperform the 
diesel, as indicated by their advertisements. 

In 1933 one advertisement (exhibit E) read: 






WE Go ON REcoRD 


Steam has remained the dominating form of motive power throughout over 
100 years of American railroading. 

= factors which have kept steam the dominating power in American rail- 
roading for over 100 years will continue to keep steam the dominating power 
for railroad transportation for a long, long time to come. 


Another advertisement (exhibit F) of this same company, in No- 
vember 9, 1941—we were getting still further into dieselization—the 


issue of the Saturday Evening Post, reads in part as follows: 


1941 


HorN oR WHISTLE? 


Diesel or steam—which is the locomotive power for the job? We can’t 
tell—yet. Wedon’t know—now. We won't say—offhand. 

Another manufacturer in the October 13, 1945, issue of Railway 
Age had an advertisement (exhibit G) picturing one of their steam 
locomotives and bearing the caption: “The Most for Your Dollar.” 

Again, on December 9, 1945, an advertisement (exhibit H) of this 
ame company, in Railway Age, bore the caption: “Steam Is Still 
Supreme.” 
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to the ba } for a seve ral- month period reneral 
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would not tolerate an iscussion by anyone in our sale 


ral Motors traflic or reciprocit 


olicies, it has been truthfully said that 
team lo omotives even of the same model were ever built 
ly alike. The railroads issued the design specifications for loco 
ves and their mechanical departments assumed responsibility for 
designs. They specified to the builders the type of boiler, firebox, 
‘ylinders, wheels, frame bed, and, in many instances, the source 
hi builder should buy these assemblies. Many railroad 
ical departmic nt executives had patents on designs and oF adgets 
isted that they be used on their locomotives, regardless of 
by any other railroad. Standardization in steam motive 

uch just did not exist. 
the La Grang _ was completed and we sought to sell 
passenger ‘Howl tive, our first and best pote ntial customer 
the Santa Fe. In feck. their management had indicated they 
e prepared to buy some diesel we Sew gph from us. Their mechan 
department in due course on at the plant with a large roll 
wings and immediately we wet ae ipitated into a situation 
1 1f accepted would destroy the basic concept of our design, manu- 
turing, and operating program. We were cert in that our program 
{ indardizati on, once acce pted and ests ablished, would be of inesti- 
future value to the railroads. We were unsuccessful in our 
with the Santa Fe and after a few days the railroad oflicials 
up their bundle of drawings and left our plant without 


g an order. 
me weeks later their operating vice president called Mr. Hamil 
and inquired if some way couldn’t be found to reconcile our dif- 
neces. Ma. Hamilton replied, “Not at the price of nonstandardiza- 
~ but that we would undertake certain operating guaranties which 
tt fulfilled would permit the railroad to return the locomotives to 
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us. ‘his was accepted and the first important step toward standardi. 
zation was assured. The railroads today give credit to General Motors 
for successfully initiating and retaining this standardization policy. 
Running maintenance was approached on an equally thorough basis, 
ih a continuous school in operation at our plant and two traveling 
asabea nance schools visiting every railroad in the country using our 
power. Its success is measured by the degree of availability of the 
product, or, putting it another way, its continuous usability in actual 
service, which throughout our diesel locomotive history has ranged 
bet ween 90 and 95 percent, a level unheard of in any steam power. 
Our position on traffic reciprocity, in the sale of our product, was 
firmer 1f possible than on any of our other original policies. In the 
first place, we could promise nothing. We had no control nor could 
we pee se any preferred gery for any railroad or for any other 
division of General Motors, if for no other reason than because of 
our decentralized system of seh ation. Secondly, and of more im- 
portance to us, it was inevitable; we would be hurt most by any de- 
Spiga on traffic for the sale of our product, because it would act 
as a crutch, would destroy the integrity of our effort, and would de- 
eat us in our objective of deserving the confidence of the railroads on 
e sole basis of “merit of product.” In fact, Electro-Motive Division 
er had, nor permitted its salesmen to have, information as to 
‘ral Motors traffic. 
from these policies and considerations which are inherently 
and should be determin: itive of our sales policy, freight reci- 
procity would have boomeranged. Electro-Motive sells and for m: ny 
years has sold diesels to all major r: aivoads and practically all other 
railroads. In addition, all ri ilroads are potential customers. Under 
these conditions, freight traffic given to one customer is freight traffic 
lo st by another. This is no way to sell diesel locomotives to a customer 
a potential customer. As between railroad traffic and truck traflic, 
the same situation applies for General Motors as a whole, since it is 
also in the business of making and selling trucks. 
During these hearings the committee counsel several times posed a 
question of this general character: 
I believe * * * it [General Motors] is the largest shipper of freight in 
the United States. Do you feel that this in any way gave it advantages in selling 


locomotives over a company like yours, which Hoan not have so much freight 
being shipped over the railroads? 


its 


Mr. Vanderbilt, vice president of Baldwin, replied : 


Oh, I think that is true. I think we would be naive to assume that General 
Motors’ tremendous volume of traffic over the railroads does not have a profound 
influence on railroad purchasing. 


Again with Mr. Lewis, vice president of Alco, committee counsel 
posed. his quest ion as follows: 


Have you encountered in any way the problem of meeting the situation which 
has been referred to of General Motors being the largest single shipper by rail 
in the United States, and thus being a customer of the railroads to whom it is 
trying to sell its products? 


Mr. Lewis replied: 


Well, I think with the size of General Motors, I think it is recognized that 
they must have a tremendous amount of traffic. It may be important in the 
placing of business. I think of it in this way—well, it is the facts of life 
that you might as well look at in that I think that in the business world 
today you try to help each other. 
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it has been stated time and time again during this hearing that 
committee is interested only in getting the facts. Yet, has any 
all of the more than 100 railroad preside nts responsible for the 
hase of our locomotives beer called to determine if traffic pre 
<a discussed or used in pe sale of General Motors locomo- 
/ They know why they chose General Motors diesel locomotives 
could giv e you the facts. We would welcome such an investiga- 
broad as the committee wishes to make it. 
has been stated by our competitors during this hearing that 
ral Motors received unfair advantage during World War II 
r Production Board allocations. In this connection, the 
ce president who testified here stated that they had new loco 
igns completed in 1939 and 1940 but could not place them 
duction because of World War II Government regulations. 
War Production Board directive which placed the locomotive 
under Government controls was general limitation order L- 
ued April 4, 1942, and signed by J. S. Knowlson, Director of 
try Operations. Thereafter, specific schedules of locomotive 
tio! \ ere assign d to the builders by means of letters is sued 
War Production Board under general limitation order L-97 
letter, dated May 13, 1942, specified our ee schedule 
y through November of 1942. 7 was signed by Mr. Knowl- 
‘alled for all types of en . 7 
rough August, and freig! . ptember, October, 
. The second letter dated November 25, 1942. 0 gave us 
‘or the first 6 months of 1943. It was signed by Ernest 
x General of Operations for the War Production 


1 
ae 


1 
i 


switcher AS senger, and 


ol 
it 


a for Se 


ided no locomotive production for December 1942, or Janu- 
February 1945. It gave us a production schedule for froioha 
ves only, from March through June 1943. Subsequent sched- 
Electric-Motive throughout the war period provided for 
\ecmatieie only. 
‘ial al locations by Government re gulation as —_— above, 
i May 1942, at least 16 months after Alco’s new de ‘signs 
cht locon \otives. were con ipleted, as sata to this CO mm ttee 
’s vice premier in our experience ample time ace ; 
omotive in production had they felt so inclined. 
tually, when cei 1 War IT started, General Motors was the only 
1y with a proven freight locomotive in production. For this 
we — confined to road freight power and all others were 
to tl ie production of switcher power. 
hat hap pened to our percentage of total business during the ma- 
ntloce om period? It was as follows—I will not read tape 
, but you will notice that in the prewar period it reached ; 
75 perc _ during the war years it went down to around 50, 
mediately after the war went up to 65. 
Percent | Percent 
7 | 1942 7_ 
1943? 
| 1944? 
1945? 
| 1946_ 
) 


Var years. 
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Excluding the war period, when, under Government regulation. 
Electro-Motive made no switchers, all competitors in the switcher 
eld, with the exception of Fairbanks Morse, were, from the very 
beginning of the diesel locomotive business. on an equally competitive 
basis, through the availability of a full line of yard switchers. I 
mean by that that they all had yard switchers to sell. We were re- 
stricted in the production of switchers through the years 1943-45 
when our competitors built a total of 1,126 switchers and Electro- 
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Aleo was a fully competitive factor in the passenger 
| with the availability of their passenger locomotive 1 
h their road switcher in Novem! r 146, ar 
aid t power in January 1946 all of t hese be l o cl esels. 
hed exhibits J. K, L. and M, covering yard 
locomotives, road switchers and road freight lo 
portance in view of our competitors’ statements on our hiss 
position. Each exhibit has been developed to indicate the 
which a competitive company first ¢ ed the market wi 
tive locomotive. 


ther competitive manufacturers, Baldwin and Fairbanks 

troduced their comparable types of locomotives at a later 

he attached exhibits are so arranged to indicate the number 

motives we had delivered prior to the introduction of the ie 
petitive locomotive and the number after the introduction ¢ 


rf 
ive locomotive, when a free and fully competitive m och 
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“ . 
aced their cliesel passenger locomotive on the mat rket 
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l 
zlectro-Motive had made deliveries to only 13 rail- 
tal of 103 passenger locomotives. After Alco offered 
locomotive, we made our first deliveries to 24 addi- 
railroads. As of Dece) iber ol. 1954. 1.736 passenger loco- 


enger 


were in service, of which. as stated above. only 103 or 5.9 per- 

lelivered by General Motors prior to Alco’s entry into the 

\ balance of 94.1 — pot ntial sales of passenger loco- 

ilable to Aleo when they introduced their passenger 

is was the situation out of which Alco’s vice president 
historical advantage for Electro-Motive. 

‘o introduced their first models of road switchers 

ember 1946. Fairbanks Morse | resented their 

1947, and Electro Motive followed 1] April 

‘e the last entry, the ganas market for this 

available to all from the very st except for the 16-month 

tart t that ee and Aleo had on yr Nectro- Motive. Through 


r 31, 1954. there have been 6287 units bought by the rail- 


re 


which we hae delivered 3,554 or 56.5 percent, although we 
t 6 months later than the rest of them. 
produced their first freight road locomotive in January 1946. 
January 1946 we had delivered this model locomotive to 25 
ds for a total number of 1,084 unit 
Following January 1946 when Alco first, and others later, were 
V competitive, we sold locomotives to an additional] 16 railroads 
a total of 8.620 units in service as of December 31, 1954. Even 
is area, where because of the WPB material allocation program, 
ire supposed to have had an advantage, the fact is that on January 
946. 87.5 percent of the diesel locomotives for 64.8 percent of the 
vads were vet to be produced an cl were avi ailable to compet tition 
otential sales. 
iring a considerable part of this postwar period, our compe titors 
inued to produce a declining volume of steam locomotives. Amer- 
Locomotive produced steam locomotives into 1947 and both 
ldwin and Lima until 1949. 


rit 
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Stemming from the historical advantage which General Motors 
enjoys, the conviction of the r: ailroads was that General Motors } Plo- 
neered the use of the diesel locomotives with great advante ige to t] 
and the country. 

The real basic reason for the high market penetration is custon 
preference. This was accomplished through a program eudedying g 

1. Original sound engineering concept. 
2. Maximum standardization. 
Quality manufacture and after-sales service. 
t. Rapid engineering development and product improvement 
5. Design improvement made retroactive to prior models. 

So outstanding has been the performance of our locomotives ir 
comparison with others that we have been requested by our railroad 
customers to repower every type and make of competitive locomotives 
with our engines at the time of m jor overhaul. 

In other words, they have asked us to replace the con ipetitive engine 
with our General Motors diesel engine. Some 44 competitive units 
have already been rebuilt with General Motors engines, and a future 
schedule of 64 units equal to our capacity for rebuilding these types 
is scheduled through 1956. 

There are pictures of those competitive engines that have been re- 
built in the exhibit 

To our knowledge, no General Motors locomotive unit has ever bee: 
rebuilt with a competitive engine. We doubt that committee counsel 
could get any witness to express even a feeling that this is due to 
General Motors traffic or in fact to anything other than that t 
General Motors diesel is just a better engine. Pictures of competit 
locomotives rebuilt in our shop are ine luded as exhibit N. 


Customers’ requirements and attitudes properly studied, evaluated 
and acted upon at the proper time, have created our leading positio: 
in the diesel locomotive field; failure of our competitors to be com 
petitive in this area has dictated their position in the industry. 

Mr. James M. Symes, preside nt of the Pennsylvania Railroad, 
speech which he made in Chicago on September 7, 1955, stated: 


* * * T don’t think you gentlemen would want me to fail to mention briefly 
some of the many fine constructive contributions General Motors has made in 
the past—nor to fail to express our desire for their aid in continuing research and 
development work in the future, to our mutual advantage. 

The greatest single contribution to the economic and effiicent operation of 
our railroads during my 40 years of association with the industry has been the 
development of the diesel locomotive. We all know the important part General 
Motors has played in that development. Today they have 23 million horsep 
operating on our railroads in more than 16,000 diesel units, some of which ha 
made between 2% and 3% million miles and are still on the road perforn 
quite satisfactorily. I would guess that this development alone is saving the 
railroads a minimum of $500 million a year—with initial investments being paid 

in 3 to 4 years. 


ou 


Mr. Symes’ feeling is shared by the entire railroad industry. It 
was earned honestly with a re ‘volutionary new product and a concept 
of standardization and service, new in the railroad industry. It is 
precious to us and will be protected in the only way that such a 
reputation can be protected, namely, with continuing research, ad- 
vanced engineering, and efficient manufacture always directed ead 
a superior product and superior service. 

Mr. Burns. All of the balance of this will be printed in the record. 
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itor O’Manonry. We may have some difficulty in convincing 
Committee on Printing to allow us to reproduce at all successfully 
beautiful photographs that you have here. 
\ir. Ossorn. Those beautiful photographs, while they are Alco and 
vin and Fairbanks Morse, we make them look very beautiful 


r shops. 
senator O’Manoney. I thought the engine was not visible. 
Mr. Osnorn. We fixed up the outside, too. [Laughter.] 
Che exhibits are as follows:) 
EXHIBIT A 
of diesel-electric locomotive units, built in United States (600 horse- 


power, 100 ton and larger), January 1936 through August 1955 


MD ALC BLY F-M 
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omotive units, built in United States (600 hor 
nd larger), January 1936 through August 1955—Continued 
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this point of view that I propose to talk. 


about 30 years ago that the railroads in the United States 

» be completely electrified. Yet today, as we approach the com- 

le electrification in the history of American rail- 

iving away any secret when I say that the expecta- 

ompanies w regard to future railroad electrifica- 

nguine. Certainly I give up no secret when I say that from a 

ts point of view the steam locomotive today is a more serious 
electrification than it was 30 years ago. 

‘e having quite a ballyhoo about streamlined, lightweight trains 

comotives, and it is no wonder if the public feels that the steam 

tive is about to lay down and play dead. Yet over the years certain 

nple fundamental principles continue to operate. Some time in the future, 

ll this is reviewed, we will not find our railroads any more dieselized tha! 


herwise noted, listing of railroads under one builder indicates this builder 
sole supplier of locomotives to the railroad. 
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: in Kansas City When [ got through my 
hours left. and T bethought myself that here the Bur 
Union Pacific aluminum train were both operated, 

» down and leok into the matter. I was particularly 
{ iously made a study of a steam versus diesel 

locomotive run, and had been surprised to learn that 
»> terminal expense connected with one of these lightweight dieselized 
when I got down to the Kansas City terminal, I found, in order 
around, they had to route them on an irregular elipse over 3 
vansas City yards, but in order to hold the expense of that down 
sible, they did not put a yard crew on the train. Of course, that 
f holding down terminal expense; but obviously it has not much 
th the diesel motor in the front, or the streamlining of the train or the 
wei of the cars 

And then I was interested in looking at the schedule. Naturally, in common 
with most other members of the public, I had an idea that this first Zephyr was 
splitting the ozone out West there. Imagine my surprise to learn its scheduled 
speed for the 251-mile run was 45.6 miles an hour. 

When I got back to my hotel in Kansas City I found a telegram asking me 
to be in Portland, Maine, at the earliest possible moment. So I hurried back to 
St. Louis and had just half an hour to catch the poor old Southwestern Limited 
out on the New York Central. I hope my Pennsylvania friends will not take any 
notice of this fact. So here I got on this poor old train that nobody talks about 
It was hauled by a dumb steam locomotive that one day takes 10 cars, another 
day 12 or 13 cars, and provides through service from St. Louis to Boston, New 
York, Washington, and Cincinnati. And this poor train did not know any better 
than to make a schedule of 51.5 miles an hour, and on the New York Central time 
table I did not notice any caption reading: 

“This train is limited in its equipment and passengers can be accomodated only 
to the extent of its seating capacity.” 

Nevertheless, not only as a locomotive builder but as a railroad investor and 
one who has served the railroads to the best of his ability in times gone by, I feel 
that the railroad and equipment industries both will owe a debt of gratitude to 
developers of diesel power and lightweight trains, not because these are going 
to supersede steam and standard equipment, but because they are stimulating 
constructive thought and effort. At the same time, I refer to the dangers of 
conveying false impressions to the public mind, and at the present time a false 
impression is certainly being created with regard to the improvement of passen- 
ger schedules. The truth is that this new 20th century development of dieselized 
lichtweight trains has not yet touched 19th century performance with steam, 
and hardly more than parallels the daily performance of many modern steam 
trains of today. With this in mind I proceeded to make up a very short list of 
schedule trains moving today in the United States. 

But first look at this picture of a little Atlantic-type compound locomotive 
built by Baldwin in 1896 for the Reading Railroad. This poor little thing, 
beginning in the summer of 1897, hauled the Atlantic City Express of the Reading 
Railroad 551% miles from Camden to Atlantic City in anywhere from 48 to 46% 
minutes, or at a scheduled speed from start to stop of from 69.3 to 71.6 miles 
an hour. And after it got outside of Camden and before it got to the corporate 
limits of Atlantic City it only averaged from 82 to 85 miles an hour. 


rl 


‘ } 
tO «d 
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SOMI i Al. SCHEDULES 
" is which does me | nd to be exhaustive 
be uil-steel passenger 
a 
Miles per hour, 
start or stop 
t Cit E press (inendiliyg Ci den to Atlantic ¢ ity e).eD 
69. 3 
ste Wit i ( hangeable uall-steel passenger coache 
LL y red iced il weight 
lliawatha ¢(Milwnankee) Chicago to St. Paul 1410 miles bo 
an MW. With interchanceable ali-steel pullman and pas 
iches of stundard weight : 
100 (Chicago & North Wester Chicago to St. Paul—40s8.6 
I eS ‘ bn 5S. 8 
sroadway Limited (Pennsylvania), New York to Chicago—961.2 miles 
via New York Central ees 56.5 
*Cohunbian (Baltimore & Ohio), New York to Washington—223.6 
es areas 0. 9 
Street Special (Reading), Philadelphia to Jersey City—90 miles 5D 
re State Express (New York Central) New York to Buffalo 
$50.0) miles — mac 62.8 
outhweste. Limited (Big Four), St. Louis to Cleveland—535.9 
miles ‘ " v7 Bs i ai Eg to ~~ aes 
inkee Clipper (New Haven), New York to Boston—229 miles insin' tO 
The St. Louisian (Pennsylvania), New York to St. Louis—1.051.7 
miles can — ee ee ae cuca Se 
The Miamian (Atlantic Coast Line), New York to Miami—1,388 miles. 49.7 
feetrie (1935)—With interchangeable all-steel pullman and pas- 
nger coaches of standard weight: 
Congressional Limited (Vennsylvenin), New York to Washing- 
on 225.2 miles a aslssshensinaisslanaiaiah 57 
eamlined (1935)—With rigidiy limited carrying capacity, non- 
terchangeable with any other form of passenger equipment: 
The Twin Zephyrs (Buriington), Chicago to St. Paul—431 miles 66. 3 
rhe Streamliner (Union Pacific), Kansas City to Salina, Kans. 
IST miles : cour 53. 4 
he Zephyr (Burlington), Kansas City to Lincoln, Nebr.—251 miles__ 45. 6 


vou know the foregoing steam schedules are made by trains carrying 
langeable all-steel pullman and passenger coaches; performing through 
ive from many different points; having terminal delays which are a part of 
ishing this service; supplying a much larger seating capacity and more 
ities; and still most of them make better time than any of these new diesel 
lined, lightweight trains except the Twin Zephyrs. These latter go 431 
es from Chicago to St. Paul, making a schedule of 66.3 miles an hour. It 
happens that the Milwaukee's mileage from Chicago to St. Paul is 21 miles 
er than the Burlington’s. Otherwise the scheduled speed of the steam- 
n Hiawatha would be identical with that of the diesel-drawn Burlington 

Zephyrs. 

SPEED AND DIESEL NOT SYNONYMOUS 


he speeds that are being made with these diesel streamlined trains are not 
iuse of any fundamental characteristics of the diesel engine, but in spite of 
As I will develop shortly, a fundamental characteristic is a rapid loss of 
vbar pull at speed, so that at 70 or 80 miles an hour a diesel locomotive can 
diy exert one-tenth of its starting power. The only way in which this char- 
ristic of the diesel engine can be overcome is by trimming the weight to be 
ed down to a negligible relationship with the motive power available at 
iting. But the price of this trimming down is the creation of rigidly limited 
ins ineapable of expansion or variation, and absolutely noninterchangeable 
th any other form of passenger equipment. Do I need to argue that this de- 
opment cannot possibly be the means for general passenger service to the 
ple of the United States? 
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eve that passenger service in this country can ar 
ed and that this can be done at a profit to the r 
improvement in passenyzer schedules is not going 
110 miles an hour, except in isolated spots and 
[i is going to be brought about by a safe reductioy 
ul here let us note that, with all the ballyhoo ab« 
tons in the deadweight of a train is worth n 
Yr aeceleration, by better time on grades, "4 
ise in that portion of the running time whi 
san hour. 


DWEIGHT OF TRAINS 


1 since 1900. The development of the all 
idually doubled and then finally trebled the de 
s of passenger locomotives in this coun 
midway in this process. They were 
ns when the average weight per car 
‘ight of these cars is around S85 tons. 
ocomotives are given 11, 12, 15 or 
aving 700 tons in dead weight back 
1,000, 1,100, 1,200 tons. When you consi 
rain depends on the ratio between the tractive f 
iweight to be moved back of the tender, vou 
et these trains up to speed ; why the top sy} 
hy, in short, steam passenger speeds 
disappeared. 
ne lightweight trains has done is te 
iven to the motive power unit and to so rigid 
monkey with it. That is what he has 
ieccomplished with steam through your own intelli: 
matter is that the poor old steam locomotive, be 
erload, has heen consistently and persister 
t was not designed, thus creating i 
the ide: at modern speeds and steam power are inconsist 
er schedules of the future are going to revolve around some cont! 


is for which i 


or maximum deadweight back of the tender. As new passenger 
are built there will be substantial reductions in deadweight with: 

iZ v of the standards of safety which have been established out of ] 
experience, and these cars will be completely interchangeable with existi: 
equipment. Asa resuit, the deadweight of a train can be made up of a num 
of combinations of new and old cars and the capacity of any train can be 
increasing the deadweight by the simple expedient of increas 
the proportion of new and lighter cars in the total train load. 

Unless this is the policy followed in improving the passenger service of the 
United States generally, the entire existing investment in passenger equipment 
will have to be scrapped. But the evolutionary is the method by which ever 
other great improvement in railroad service has been brought about. Scarcely 
ever have the railroads taken a wild leap in the dark. They have taken a step 
forward and gradually that forward step has become a standard. With each 
passing year most new equipment purchased has embodied that standard, and 
the railroads have gradually achieved an ever-growing percentage of savings 
that can he effected over a reasonable term of years without the loss of existing 
capital investment. 

If this policy be followed—and in my judgment it is the only safe one—you 
will see that it is essential that the locomotive should be kept separate from t 
train, because only by keeping the locomotive separate from the train can you 
e free to make up the trainload out of an infinite number of combinations of new 
and old cars. And with air conditioning moving forward by leaps and bounds 
the drawbacks of smoke and cinders are removed from the steam locomotive, and 
the last objection to the use of steam in passenger service is destroyed. 


creased without 


FUNDAMENTAL CHARACTERISTICS OF STEAM AND DIESEL POWER 


Now let us move to the fundamental considerations which affect the use of 
diesel or steam power. As you look up to the upper lefthand corner of slide 
No. 2 you see the tractive force curve of a better diesel locomotive than has yet 
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48-4 Type Stesm Locomotive ond « Diesel Elec- 
tric Lecomotive. 


20 


en built. We designed it, but nobody yet has come forward to pay $400,000 

- $500,000 which it would cost to build it. This diesel locomotive has the 
dvantage of two 1,975 horsepower engines that weigh only about 13% pounds 

* horsepower. It has the advantage of special and expensive electrical and 

hanical equipment designed to overcome, as far as possible, that characteris- 

ss at speed of power delivered at the rim of the wheel. But notwithstanding 
all these things you see that at SO miles an hour this diesel locomotive has 
hardly 15 percent of its original tractive force left. 

When, on the other hand, we turn to the tractive force curve of the Northern 
Pacific 4-S-4 which we built last year, you will note that it has a tractive force 
at starting of only 70,000 pounds. But at SO miles an hour it still has nearly 
one-third of its original tractive force; and in all the working speeds from 30 

es an hour up it has a constant excess of approximately 8,000 pounds of 
tractive force. And lastly, note that this steam locomotive, which gives a better 

ictice force curve at all working road speeds, would be reasonably priced at 

t more than one-third of what it would cost to build the diesel locomotive with 

h it is compared. 

‘he dotted lines give you the drawbar pull of these two locomotives on an 
0.5 percent grade. Even here where the diesel locomotive has the advantage 
f greater horsepower at lower speeds, you will note that the drawbar pull of 

e steam locomotive crosses the diesel at about 18 miles an hour and above that 
speed the steam locomotive has about 3,000 pounds of drawbar pull more than 
the diesel. 

before I let this slide go off, however, let me point out that this tractive force 

rve brings out the one place in which the diesel locomotive has a substantial 
advantage, and that is in its tractive force at low speed. Of course, that is the 
reason why diesel power so far has been mainly applied to switching. But the 
lower the speeds at which the diesel locomotive is worked, the greater is its 
advantage. So far as I know, we are the only locomotive manufacturers in 


the country trying to sell diesel locomotives for steady drilling over the imp 
in big classification yards. But by the same token a comparison of these two 
tractive force curves should be conclusive as to the undesirability of the diesel 
as a road locomotive. 
Therefore, the field of probable profitable application of the diesel locomotive 
pretty generally indicated at work speeds not exceeding 10 miles an hour. 
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where such locomotives can show a distinct econ 
hstanding the fi: that even diesel switching locomotives, with none of t 


‘ ments of the diesel locomotive which I just showed you, « 
oximately twice as much as comparable steam locomotives. But in dril 


the hump of a classification yard: in switching into and out of electri 
n protecting the service at outlying points, permitting the doing a 
oundhouse facilities: and in other exceptional places, particularly wl 
omotive can be made to do the work of two or three different types, 1 
| can show a return 


NOMIES EQUALLY CERTAIN 


inding these place is essentiz hat we keep our feet on the gro 
( instance, : he moment, with diesel oil at 5 cents a gallon, 
rinal effi 1) [ e diesel affords a distinet economy in fr 
are not as important as some other costs: and 
conomies are far less eertain than savings in interest 
repairs. Why? Because when one looks to the futur 
assume that with our enormous supplies the price of 
ly low for generations to come. But the sources of flus 
l f our oil could dry up in a relatively few years, and an increase 
he demand for the various crude oil products might double or treble tl 
of them within a generation. So that anybody who buys a diesel locon 
. counting upon the constant repetition into the indefinite future of the fi 
mies of today, is taking a gamble. I don't say that they won’t exist, | 
probabilities are against it. IT do say that the economies of the steam locomo- 
of interest on a lesser investment, amortization of a lesser investment, 
a lesser investment—those savings are real and can be counted on to 


DIESEL VERSUS STEAM REPAIR COSTS 


I} the greatest source of disappointment will undoubtedly come from the 
cost of repairs. I hate to bring this out, with our good friend Roy Wright sitting 
right down here in the front seat. But not so long ago he and his able group 


published a booklet on The Diesel in Railway Service. On one of the pages of 
this booklet they listed what the manufacturers claim for diesel-electric locomo- 
tives. The sixth of these claims reads as follows: 

“The cost of maintenance is only a fraction of an equivalent steam locomotive.” 

[ have seen studies of switching problems in which some diesel manufacturers 
have treated maintenance as though it would be substantially the same for every 
year of operation. But you men all know that down at Eddystone in the last 4 
years we have analyzed the repair costs of tens of thousands of locomotives in 
every form of service. We have proved beyond peradventure of a doubt that 
there is an inexorably rising cost of repairs with the advancing age of any prime 
mover. With regard to steam this is so definite that we have cost curves from 
which we can predict within a few cents the probable cost of repairs per mile 
of a locomotive of any given horsepower, of any given age, with any given in 
tensity of service. 

With rezard to diesel locomotives, of course, the data is meager as compared 
with that for steam. The data which is available, however, has been published 
as an appendix to the report of the A. R. A. Committee on Locomotive Construc 
tion. The report of May 23, 1932, covers a hundred odd locomotives from 1 to 7 
years old. I have had this reduced to a comparable basis on slide No. 3 showing 
the cost of repairs per hour for a 100-ton locomotive, and you can read it forward 
and backward for a locomotive of any other size by simply taking the proportion 
that it bears to 100 tons; that is to say, a 60-ton locomotive per hour would be 
siv-tenths of the cost shown at the given year of age. 

Now the curve marked “B” is the curve which we derived from our study of 
1.915 steam switchers operated by 26 public-service railroads in this country, 
locomotives all the way from 1 to 41 years of age. Curve A is merely a placing 
on the same basis of the diesel locomotive maintenance cost reported by the 
A. R. A. Committee on Locomotive Construction. Each of them is the cost of 
maintenance per hour of a 100-ton locomotive. You notice that a new steam 
locomotive and a new diesel locomotive start off at about the same point, a new 
diesel a little bit lower. But by the time the diesel is 7 years old its cost of 
maintenance is nearly double that of a 7-year-old steam locomotive, and if you 
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0 17 or 19 years, the indicated cost would be far more 
steam. 

wish to be particularly plain. I want you to understand that 
ming that the maintenance cost of diesel locomotives will be a 
repetition of the curve A which you saw on that slide. It is easy to 
that in this relatively small experience of diesel locomotives, there has 
lot of stuff that will not be reproduced in future years. But I also wish to 
it with equal clearness that no one can predict with any certainty as to 
maintenance cost of a diesel locomotive may be over a life of 20 or 25 
1 do wish to say unequivocally that there is not one scintilla of 
ustify the claim that a diesel locomotive of equal weight on drivers 
itnined at a cost as low as that of a steam locomotive of the same 
the first year or so. Everything points to the probability of a substan- 
cher maintenance cost for diesel locomotives than for equivalent steam 
3 of the same age. The only thing nobody knows is how much higher. 
buying diesel locomotives today and counting upon a substantial saving 
enance cost to justify the greater investment had better take a hedge at 

iest possible moment. 


CHECKING CLAIMS OF DIESEL ECONOMIES 


easy to see how this impression has been brought about, however, and I 
» make it plain that I do not believe this misrepresentation is intentional. 
ifacturers, eager to sell this new type of locomotive, made studies of existing 
tions. On many of these operations they found obsolete steam locomotives 
50-—and I have even seen them 40—years old. Some of these manufacturers 
not aware of the fact that maintenance costs rise rapidly with age. All 
they saw was that in the first year of the operation of a new diesel locomo- 
they could make a substantial saving over the sums that had been spent in 
intaining obsolete steam locomotives. And so they claimed for the diesel 
motive a saving in operating cost which arose—not out of the diesel itself 
it out of the substitution of a new for an old locomotive. And so I suggest to 
1 that whenever you set out to study the economy of installing diesels, the 
eatest safeguard that you can have is to first set up what modern properly 
gned steam power will do in that operation. If then the diesel still indicates 
tantial savings, and those savings would pay a higher return upon the larger 
estment in the diesel, then you have a case for diesel application. 


AVAILABILITY NOT ALL MECHANICAL 


Another claim made for the diesel locomotive is its presumed high availability. 
s claimed that it may be kept available for service 80 or 85 percent of the work- 
«time of the year. This intensity of use is used to reduce the cost per hour by 
eading the constant costs over as many hours of work as possible. This is 
entirely legitimate; and the diesel locomotive, in the main, has shown a high 
ailability for service. But here again I wish to point out that the chief draw- 
ack to a much more intensified use of steam is frequently in the minds of the 
men who use them and not in the locomotives. Every man in this room can 
remember the time when division points in the United States were about 100 
miles apart, and no locomotive was ever supposed to run over more than one divi- 
on. And yet today we run locomotives from 500 to 1,000 miles in continuous 
service. While new locomotives are built better, still it remains true that 
housands of old locomotives could have been run over 2 or 8 divisions, could 
have made 2 or 3 times as many miles as they did, if only there had been a belief 
the human organization running them that they could do it. I have seen a 
number of steam switcHers in this country that are making 7,200, 7,500, and 7,700 
hours of service a year. With a certain amount of time lost for ashes, fuel, water, 
and so forth, a modern steam switcher can make 24 hours a day, 6 days a week, 
st as well as a diesel locomotive. 


} 


ONE-MAN OPERATION ALSO AVAILABLE IN STEAM 


Another and real advantage of the diesel locomotive has been its mechanical 
availability for one-man operation. Where such an operation is safe and 
permitted by law and working arrangements, it has meant a real economy. But 
we have just proven, down at Eddystone, that this economy can he matched 
n steam power. Slide No. 4 shows you the first automatic oil-fired steam 
comotive. 


67272—56—pt. 8 10 
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tank locomotive which we built for our own Stand 
n Without discussing certain features on which 
lication, the fundamental idea is perfectly simple. The 
motive is regulated by the steam pressure. It never pops, 
hen the steam pressure reaches a few pounds below the blowoff poi 
automatically reduces. We can set the points at which the fire redu 
it within a substantial working range. In this locomotive 1 
8 positions; low, intermediate, and high ; but we can mak: 
No steam and no fuel is wasted. At the low flame this 
s of bunker C oil per hour, costing less than 15 cents. T 
have to think about keeping up steam at all. All he has tod 
e, Our records indicate so far that in this locomot 
it 35 percent of the B. t. u..s we used doing the same w 
itchers. We have even put roller bearings on this lo 
tr ion to lubrication, and partly to avoid time ¢ 
In other words, we have tried to produce a lit 
which never have to be dropped except for flat 
| supply should be sufficient for 24 hours’ opera 
an S-hour “trick.” And, of course, where sadd 
for oil and water, recourse would be had 
ith us we might put the tender in front of the 


ias 


‘hind it. 
ashes to dump, no coal chute to go under, no driving boxes 
t this steam locomotive has just as high availability 
motive: is just as readily operated by one man 
hermal efficiency of the conventional coal-fired stea 


force curve of this little switcher compared 
tN sepower, and a G00-horsepowel diesel low 
You will note that it crosses a 4S0-horsepower diesel locomotive 
5 miles an hour, and at 10 miles an hour it can do about 15 percent mor 
We are laying this out in other locomotive sizes up to 51,000 pounds of 
active force. If you will line up on the right after the meeting is over I 
] clad to take your orders at 50 cents on the dollar for the equivalent, 
ir, of any of your diesel requirements. 


WHAT IS THE BEST INVESTMENT? 


a word on how to judge the best investment in a locomotive. 
rgest indicated gross savings? I have in front of me a report on 
tain terminal operation indicating that a fleet of automatic oil-fired switch 
ch as I have shown you would save, in a period of 20 years, about $4,400,000 
A fleet of diesels in the same operation would indicate a saving of about $5, 
200,000 during the same period. But the investment required to achieve $4,- 
100,000 worth of savings is only about half that to achieve the indicated 
$5,200,000 worth of savings. For every dollar invested in automatic oil-fired 
steam locomotives of the type I just showed you on the screen, the return on 
the investment would be approximately 25 percent, whereas the larger gross 
savings on the larger investment in the diesels would return only about 14.5 
percent on their cost. Bearing in mind the uncertainty with regard to diesel 
fuel and maintenance costs in the future, which is the better investment? 


SUMMARY 


So now let me summarize what I have been trying to say to you. It is in 
effect that there is danger in the ideas which are being fut into the publie mind 
today, because they are tending to establish a false scale of values. 

This is dangerous to the railroads because the false impressions of today will 
become the demands of tomorrow, coupled with a requirement of capital in 
vestment on which our railroads will not earn a return. 

Diesel motive power and high speeds in passenger service are not synonymous 
(in the contrary, diesel power can attain high speeds only by imposing rigid 

echanical limitations on the loads to be carried. These destroy interchange- 
‘bility, deny the possibilities of flexible service, and would practically destroy the 
existing Investment in passenger equipment. 

Steam power has demonstrated for generations its ability to furnish high- 

peed service provided the tractive force of the locomotive is properly propor 
ed to the deadweight of the train. 
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15- ton Diesel Electric Switcher 
Powered by 480H.P Diesel 
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(Slide No. 5) Comparison of Tractive Force Curves 
for « Small Steam Switching Locomotive and Three 
Sites of Diesel-Electrics 


The proponents of these dieselized, high-speed trains have firmly grasped the 
principle of relating the deadweight of the trains to their motive power. It is 
up to you men to do the same thing with regard to steam. 

The inherent nature of the diesel locomotive and its accompanying electrical 
equipment in the present state of development debar it from high speed road 

rvice because of the physical characteristics of the power itself, its excessive 

tal cost, and its probable high maintenance cost. 

Per contra, the outstanding advantage of the diesel is for work at low speed 

switching or hump-yard service. 

Present fuel economies of the diesel locomotive are real, but their continued 
‘petition in the distant future is uncertain; and it appears more likely that 
liesel oil will increase in price than that coal will do so. 

There is no ground in recorded experience for the claim that diesel locomotives 

1 be maintained at a lower cost than steam, On the contrary, everything indi- 
ites that maintenance costs will be higher, but how much higher no one can say 

1 certainty. 

When considering the possibility of diesel versus obsolete steam operation, 
he first thing to aid good judgment is to set up what modern steam power could 

in the same operation. 

if the internal-combustion locomotive still indicates substantial economy, the 
esel locomotive should be seriously considered, provided that the savings on the 

‘sel operation represent a return on the capital investment at least equal to 

turn on the lesser investment required for steam. 





STUDY OF THE ANTITRUST LAWS 


LUSION 


iow much the steam locomotive itself has imp: 

t has been going on These past 10 years 

er improvement than in any other decade of the 
locomotive. The misfortune is that this goes « 
hing dramatie about it. It just goes on. But it was 
ve got average steam pressures around 200 pounds 


hat we bevan t vet them at 225 to 250 pounds 


perheats of today are about twice what they were 10 to 15 years 
s steam temperatures around 700° are 50 percent greater than they w 
10 years ago, and nearly double what they were about 15 years 
drivers and bigger boilers give hizgher speeds and greater intensit 
that a modern road locomotive of today at speed can do approximate 
the work of a 10- to 15-year-old locomotive of substantially equivalent 
force. 
sople ask how can the railroads most profitably invest what small 
| they can raise, or how can they profitably use what credit they 
And here they have a locomotive inventory 91 percent of which w 
bought before this ear of improvement in steam! If anybody wants to look arour 
to find out where the railroads can make the most money, he doesn’t have to lo 
around at all All he has to do is just start out to supplant with modern stea 
power the oldest part of the existing steam inventory which is being used d 
by day; and that investment will vastly improve service, pay its interest, amortize 
the investment within the economic life of the power, and produce a substanti 
increase in net operating income, 

If anybody knows where the railroads of this country today can make more 
certain progress than that, | hape he will stand up this evening and tell us 
where 

And so I say to you, “Muzzle not the ox that treadeth out the corn.” 


[From the official proceedings, the Western Railway Club, vol. 50, April 1938] 
THE POSSIBILITIES OF THE MODERN STEAM LOCOMOTIVE 


By W. C. Dickerman, president the American Locomotive Co. 


Mr. Chairman and members of the Western Railway Club, it is a very great 


pleasure indeed to be with you this evening. I was just thinking, as I sat here 
and listened to Mr. Gurley’s formalistic presentation of the regular business 
affairs of the Western Railway Club, that I never leave New York without getting 
some inspiration. I got one just a minute ago. He stated that the Western 
Railway Club is going to elect three railroad officials as additional directors 
of the club. I think that that would be a very good thing for the locomotive 
companies to do also. If it were left to me, I would select the largest buyers 
of locomotives in the railroad field and place them on a rotation system so that 
we might have a constant transition through the board of directors in order 
that the railroad representatives may learn what a real good locomotive is. 
[Laughter and applause.] Yes indeed, I am very glad to be here this evening 


INTRODUCTION 

Steam marches on! 

It has been marching on ever since George Stephenson brought out his little 
Rocket over a century ago. Yes, even before the day of the Rocket, in 1812 
Col. John Stevens of Hoboken, N. J., wrote a pamphlet entitled, “Documents 
Tending to Prove the Superior Advantages of Railways and Steam Carriages 
Over Canal Navigation,” and predicted that some day it would be possible 
for a steam carriage to move upon rails at a speed of 100 miles per hour! 

You have asked me to talk to you tonight about the possibilities of the moder! 
steam locomotive. 

This is a large order. Prophecy is risky business. Hardly more than 25 
years ago one of our leading railroad equipment engineers prophesied at one of 
our railroad club meetings that the steam locomotive would never achieve as 


» 


much as 2,500 to 3,000 rail horsepower. Today steam locomotives with only 


Being a free rendering of the Biblical quotation: “Thou shalt not muzzle the ox that 
treadeth out the corn” (Deuteronomy 25: 4). 
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, axles are speeding past the very office he occupied and developing 
000 rail horsepower in passenger service, at a speed close to Colonel 
100 miles an hour. And elsewhere other steam locomotives of even 
r are exceeding this speed 
century, as you Know, steam has been the principal railroad motive 
[t still is and, in my view, will continue to be. 
other power units have challenged steam. This is as it should be. I say 
because the company I have the honor to represent has long been a 
nd builder of electric and diesel-electric as well as steam units, but 
istory shows, and it seems ordained in the everlasting truth of things 
will always be room, and should always be a welcome, for any new 
her invention which helps to expedite the movement of men and goods. 
any diesel-electric train which can clip 14 hours from the running time 
test train between Chicago and the Pacific Coast is a useful tool of 
on and, in itself, a triumph. But steam has graciously met every 
¢ challenge to its supremacy and, I feel sure, will in due course meet 
e on this challenge, at less initial and operating cost, with no sacrifice 
er safety and comfort. 
iron horse, as we all like to call the steam locomotive, has without 
received a far greater sum total of human admiration, devotion and 
in any other power unit in existence. Heaven only knows how many 
of working days, months and years have been given toit. But, at that, I 
hat during the last twenty-odd years, the golden years of science, it 
ved, and is now receiving, far more scientific effort than it received 
ry all the years before. This has been energized by the competition of the 
nd diesel-electric units and by many other factors, including unprece- 
ances in steam generation, utilization and in metallurgy. 
nd more speed, is the order of the day and, without question, high- 
\ins with every conceivable comfort are the trains of the future. The 
levelopment in railroading for the last 5 years has been in the domain 
d. The Hiawatha, the 400, the Superchief, the City of Los Angeles 
amous trains, have shown the trend. 
ire here to stay. 
ne thing more is certain: Whenever speed comes under consideration, 
er of the locomotive and the weight of the train are the things that 
The former must be as large, and the latter as small as possible, both, 
within reasonable limits. From the point of view of the locomotive 
the power per pound factor, the ratio of the power of the locomotive to its 
is of great importance. The following table (p. 14) will be of interest 
respect 
il horsepower for steam locomotives with direct drive (items 1 and 2 
en taken from actual tests. For the turbine locomotive with direct drive 
on gears (item 3), the mechanical efficiency is taken equal to 94 percent. 
turbine locomotive with electric transmission (item 4) it has been taken 
ent; for diesel-electric locomotives the efficiency of the electric trans- 
has also been taken as SO percent from the shaft to the wheels. 
lhe weights in all cases are in American short tons. The weight of the tender 
am locomotives is with half supply of water and fuel; for the turbine and 
el-electrics, with half supply of fuel oil. As the European tenders are com- 
y small, the specific power factor for the European steam locomotives 
1 and 3) is very favorably, and for the American locomotive (item 2 
vorably affected. 
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of recent steam and diesel locomotives 


OF HIGH-SPEED TRAINS 


de a great appeal to the public. They have attra 
“1 to the railroads part of the passenger traffic 
n period. The situation is also helped by the gr 


ns and by the more solicitous attitude of the ra 
s speed, combined, in some cases, with lower fa 
the revival in traffic is offered by the perforn 
irted May 29, 1935, as a 6-car train on the Chicag 
ro, Wilwaukee, St. Paul & Pacific, and gradu 
illy, a 9-car train with the same motive p 
motive. Its patronage is increasing from 
been found necessary to run the train in seve 
e than half a million passengers. 


carried meé 


to $5.85, while the cost of operation is 061 


epreciation, and maintenance of equipment, or 


revenue, leaving a net profit of $2.62 a train-1 
venue amounting to $8,285,704" for the year 19 


1 one-sixth, was earned by these train alone.” Likev 
h Western “400” on a similar route from Chicago to the 7 
venues close to $3 per mile, while the New York Cent: 
4 
n obtained from the operation of the diesel-elect 
gh accurate data of revenue and net profit are lacl 
wrimenting with these trains on long distances wil 
is very instructive and will help us to clarify t! 
; the diesel-electrie win, or will the age-long ste 
in its preaceful contest with the elect: 


rRICc LOCOMOTIVES 


not always know, or care, what kind of po 
ic, or diesel-electric. He is primarily intereste 
arrival at his destination. The railroad cot! 
this, and in addition, in the power itself, since the 
in depends on the actual cost of one mode of operat 


been going for several years in the question of the |! 


speed trains, there is still a lot we do not know al 
f the different new trains. We do know, howe 


7 


ptember 4, 1937, p. 319. 
not it le express and parlor-ecar revenue 
and * ley’? Hiawathas. 
; Ra: 
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is well 


ntenance 
still lack 
ie will 


omMmpari 


iong 


lower thermal effi 
fuel nstead 


consequently, 
re in relation to ft 
vit I l at the fixed charges on the i 
ist of deterioration will be lower. 
‘der to be fair to the diesel-electric locomotive. we should 
that, so far, the mileage of the steam locomotive has not 
ie diesel-electrics and we must admit the consistency of operation of these 
However, the availability of the latest steam locomotives is constantly 
ng, and the gap is narrowing. ; 
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DIESEL ELECTRIC SWITCHERS 


Please understand that the foregoing remarks apply, as stated, to the compar- 
sion between steam and diesel-electric locomotives for road service only. A some- 
what different condition is found in switching service. More than 10 years ag 
the first diesel-electric switcher made its appearance on one of our Ameri 
railroads It was placed in service and its performance carefully watch 
Minor troubles were experienced and overcome. It is still doing good work, : 
has clearly demonstrated that in congested terminals and in busy indust 
plants where 24-hour daily service is necessary this type of power unit has an 
advantage over steam that cannot be overlooked. Since that time, as you 
know, the diesel switcher has made a place for itself, not only in freight yards 
but also in passenger terminals, and although its first cost is higher than that of 
the steam locomotive of equivalent power, we have found that the intensive 
utilization of this unit and the high availability factor results, not only in lo 
operating costs, but in expediting traffic. At the end of last year, there were 
service in this country and Canada nearly 350 diesel switching locomotives 
to and including 900 horsepower. This unit is, therefore, here to stay. 


THE MODERN HIGH-SPEED PASSENGER STEAM LOCOMOTIVE 


The adaptation of the steam locomotive to high speeds 

Now, let us consider more specifically how the steam locomotive has adapated 
itself to high speed. As regards power, there has never been any great difficulty 
in making full provision. As conditions changed and the demands for power 
grew, the highly flexible steam locomotive has always been ready to meet these 
new conditions. There was a time when it seemed that it had reached the pra 
tical limit of power in one unit and that the electric locomotive, by the applica 
tion of multiple-unit control, would outdistance it. Thus, years ago, a double 
unit electric locomotive for heavy coal trains was built for the Norfolk & West 
ern and a triplex locomotive for the Virginian; these two locomotives had very 
large powers, from 5,000 to 7,000 horsepower. 

But such exceptional power is rarely required nowadays 

Oddly enough, we can in part thank the diesel-electric for this. 

When, in 1933 and 1934, this unit was first being considered, the main barrier 
to its use by our railroads was the existing weight of cars and trains. The first 
dieselized trains of the Union Pacific and Burlington were limited to 600 horse 
power. Although various new metals, along with the helpful technique of stream 
lining, had for sometime been available for lighter cars and trains, the diesel- 
electric unit performed a notable service in making them not only practicable 
and desirable but necessary. Therefore manufacturers and railroads energized 
the epochal turn to strong aluminum alloys, then, step by step. to the stainless 
steels and, in due course, to less expensive alloy steels such as Cor-Ten. 

This evolution brought about by the development of the diesel-electric locomo 
tive, is now helping the steam locomotive: If the trains can be made lighter, the 
required power of the locomtive can be less, excepting for the new demand of 
increased speed. It is readily possible to increase the speed of the locomotive 
with the same power, without going to the multiple unit locomotive, which is 
somtimes considered the advantage of the electric transmission—either the 
straight electric or the diesel-electric locomotive—and to do this with the one- 
boiler steam locomotive. Long and heavy trains of 1,200 tons, composed of cars 
of reasonable weight, are now being operated on a few roads by locomotives 
of 5,000 horsepower at speeds up to 90 miles an hour. An increase of speed to 
100 miles an hours for trains of this type, and locomotives up to 6,000 horse- 
power, are now being considered. Greater powers or speeds over 100 miles an 
hour are not likely to be necessary for a long time to come. When they do come, 
the steam locomotive will still be able to meet the demand, because it is flexible 
and works with such a flexible medium as steam. Its possibilities go far beyond 
this range, as it will be seen presently from our further analysis of recent loco- 
motive improvements. 


MARGIN OF POWER OF THE STEAM LOCOMOTIVE 


It may not be amiss to mention here that the diesel power has been somehow 
intrinsically connected with articulated units, probably because the articulation 
obligingly makes it very difficult to increase the number of cars. The diesel 
engine does not like to be overloaded and shows unmistakably its aversion by 
the behavior of pistons, piston rings, exhaust, etc., while the steam engine is not 
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fussy—it graciously responds to overloading, as it was proved by the Hia- 
tha, designed originally for 6 cars, and when traffic required, it pulled 7, then 
nd ultimately, 9 cars without any change in the timetable. Naturally, the 
watha train, as many other high-speed steam trains, was built of individual 
chable and attachable cars. This is not the case with the diesel articulated 


GROWTH OF THE STEAM LOCOMOTIVE IN THE LAST 20 YEARS 


4 good example of the improvements in locomotives within the last 20 years 
ffered by the growth of passenger motive power on a particular railroad 
h has utilized 4 outstanding designs over a period of about a quarter of 
ntury. The original type was the Pacific, or 46-2. Its total weight was 
t 270,000 pounds, of which 171,500 pounds was the weight on driving wheels. 
starting tractive effort was 30,900 pounds and the indicated horsepower 
about 2,000. The boiler pressure was 200 pounds per square inch and the 
eter of the driving wheels was 79 inches. 

3 driving-axle type has been retained by the other 3 classes of loco- 

es with slightly increased weight and approximately the same weight on 

ers. The tractive effort, and particularly the horsepower, have continu- 

gone up with the same number of driving wheels, as shown on slide No. 3. 

is to be noted that the maximum power in each later development was 
data higher speed than shown by its predecessor. 


PERFECTIONS IN HE DESIGN OF THE STEAM LOCOMOTIVE 


ceneral dimensions, except boiler pressure, have not greatly changed. 

heless, the power has increased 15 percent, compared with a locomotive 

tically the same dimensions, and 136 percent compared with a locomotive 

the same number of driving axles and approximately the same weight on 

s, built 25 years ago. This enormous improvement is partly due to higher 

er pressure, but mainly to refinement in the locomotive design and to other 
ements, which we are presently going to discuss 

locomotive tubular boiler with the firebox of the old Stephenson design 

ry efficient and compact steam generator. Confined to the limitations of 

1 clearances and weight, probably no other boiler type could evaporate 

60 tons of water per hour up to 300 pounds pressure and superheat it to 

F., as a recently built locomotive boiler did. A 45-ton locomotive boiler, 

quipped with economizer (feed water heater), superheater and necessary 

weighs about 78 tons, is simple to construct and cheap to build. The 

al efficiency measured in B. t. u.’s from the coal to the heat in steam is up 

( percent. No wonder that nothing more practical has been developed in 


le the design of the boiler has changed a little in principle, the main 
ress has been made in proportions and in the addition of a combustion 
her, of a very practical brick arch, supported by water tubes, of thermic 
ons and of circulators, all of which improved water circulation, fuel com- 
nm, and increased the boiler efficiency. Hundreds of other improvements 


} 


been suggested for a locomotive boiler, tried and discarded. 


CREASE IN BOILER PRESSURE WITIIOUT INCREASING THE WEIGHT MATERIALLY 


above mentioned weight of a large size boiler is also due to a recent 
opment. Only about 10 years ago, when on the one hand, the necessity 
mportance of power in a locomotive was forcefully brought to the attention 
ilroad mechanical men and locomotive builders, and on the other hand, the 
ht limitations became very hindering, steel alloys which permit an increase 
-) to 80 percent in the tensile strength of parts under pressure were tried and 
won universal acclaim. At present, boilers in all modern locomotives have 
me sort of high tensile steel, either with nickel or silicon-manganese. 


INTERNAL STREAMLINING 


A 4 


fter generating high pressure highly superheated steam, the next problem 
e most effective utilization of this precious steam. In 109 years of the exist- 
of the locomotive we have learned by research and experience something 
of how to do it. For American conditions, where coal is in abundance and com- 
atively cheap, and on the other hand, labor is high, we find that the two- 
inder simple expansion high-superheat engine is the all-round best engine 
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ywwever, has lately been rediscovered. We 
part of its energy if it is squeezed thr 
pressure takes place, in a phenomenon called 
t tion of steam flow also brings ab 
nlined contour of steam passages is 1 
‘ harp corners is recommended. All 
im admission passages in the cylinders 
attention was paid to exhaust passages 
xhust steam is incomparably larger than that 
stunce of the exhaust steam on leaving 
e back pressure, detracting a noticeable ] 
inder. The French engineers, especiall 
| rejuvenation of a great number of Fre) 
ain to pay much attention to the proper 
ng, as this is now called. There is 
womotives and trains, which became so 
ething to do with the development of tf 
resulted in lower drops in steam pres 
per unit of power, thus increasing the 
far as to coin new words of somewhat 
m passages for modern locomotives have 
tructed steam circulation was thus obtains 


NTERBALANCING 


; *) > : Vite . 1 
¢ the steam locomotive to high speed 


unterbalancing of both the revolving 
it is known, the revol\ 
reciprocating can be balanced only pa 
is introduced from the counterbalance 
to the square of the rotating gs] 
on of the reciprocating weights. 
an injurious vertical impart on rail 
wheel and cause the locomotive to 
sirable phenomena, the reciprocating par 
eels are reduced as much as possible. The fi 
tensile alloy steels for main rods, piston ro 
second, by increasing the diameter of a 
ves the driving mechanism is very carefully 
Ss properly chosen. Jn a recently rebuilt Hudson 
f the Burlington road, called Aeolus, the reciprocating weights have 
from 2,110 pounds to 995 pounds on each side—53 percent— and 
ce properly dimensioned is now giving a dynamic augment of 
34 pounds at 90 miles per hour instead of an augment of 18,783 pounds 
hefore the conversion. In the New York Central new Hudson type locomotive, 
here the reciprocating parts were not so heavy from the start, the reduction in 
eight of reciprocating parts is 49 percent. 


The diameter of driving wheels in modern high-speed passenger locomotives 
is now usually made S84 inches, which at 100 miles per hour corresponds to only 
100 revolutions per minute. The larger wheels are also very useful for a 
convenient location of the proper size counterbalance in the wheel. The double 


disk wheel, which has recently come into vogue and is now almost in universal 


use on high-speed locomotives, is also very conducive to this end. 
BETTER RIDING QUALITIES 


] 1\ddition to better balancing, the recent steam locomotives have gone 
through a development of more flexible suspension and better guiding in curves 
Locomotive suspension springs are now being supplied with coil springs at their 
ends in order to increase their vertical flexibility. Lateral flexibility is obtained 
by providing lateral cushioning devices on some driving axles and more careful 
design of trucks, front and back. The boiler height—distance of the central 
line of the boiler shell from the top of the rail in vertical direction—has already 
reached 126 inches, and its high location has not shown any detrimental effects 
on the stability of the locomotive, contrary to the apprehensions of the advocates 
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1estion of average speeds is the loss of time for 
or supplying the steam locomotive with water and ¢ | 
i , and cleanings fires. This time is now being 
Water tanks of capacities up to 30,000 
ipplies up to 30 tons are used, and in addition, water is being 
some roads. To facilitate lubrication, iving boxes 
ately thes 
at cated by oil, 
ays there. Likewise, locomotives 
various parts from a mechanical lubri 
with automatie lubrication, have 
ises, and they seem to have given a g 
y a ww being applied in the higl | 
W Yo 


ovements are effective can be seen from 


s country. As a trial of what can be done, the 
l-burning locomotive of the Santa Fe from Los 
), without change, may be mentioned, although in 
miles are being made every day. In England a long non- 
een London and Edinburgh on the London & North Eastern Railway, 
g regularly made at an average speed of 52.4 miles per hour, with 
s underway, Without stopping the locomotive \ passageway 
nk of the tender is provided for the other crew, which alternately 
one of the cars of the train 
gest nonstop run abroad without change of crews is also on the 
North Eastern, with the streamlined steam train Silver Jubilee, be 
and Darlington, 232 miles, in 3 hours 18 minutes, at an average 
miles per hour. Next among steam trains comes the Coronation on 
between London and York, 188 miles, in 2 hours 37 minutes at an 
f 72 miles per hour, and in Germany, between Berlin and Ham- 
miles, in 2 hours 24 minutes at an average speed of 74 miles per hour. 
country as a rule the nonstop locomotive runs are limited to about 200 
though longer locomotive runs with change of crews at stops are practiced 
ny roads; as for instance, 1,237 miles, between La Junta and Los Angeles 
e Santa Fe. The necessary stops for steam locomotives are now hardly 
r than the stops required for discharging and taking on passengers, for 
baggage, ete. 


( 
T 
i 


INTEGRAL STEEL CASTINGS 


ugh it may have no direct bearing on the question of long runs, of great 
tance to the availability of the steam locomotive is the practice of integral 
stings, which, introduced by the General Steel Castings Corp., about 20 
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years ago, met with great success in the construction of locomotive beds, tru 
and tender underframes. The locomotive frames are now being cast whole, with 
crossties, front and rear bumper plates, steam cylinders, brackets for brake rig- 
ging, air reservoirs, and other miscellaneous parts, the whole casting being called 
a locomotive bed. Likewise, truck frames and tender frames with water botton 
are cast whole. This practice decreases the number of flanges and bolt con- 
nections, reduces the cost of maintenance, the length of time necessary for repairs 
in the shops, and thus increases the availability of the locomotive. 

To the same category of improvements belongs the test which is now under 
observation on the Delaware & Hudson Railroad, for which a totally welded 
boiler carrying a pressure of 225 pounds per square inch has been built with a 
saving of 2,180 pounds and installed in a 2-8-0 locomotive. This type of boiler 
construction, if successful, will tend to reduce the weight of a locomotive an 
thus permit a corresponding increase of the power. Moreover the welded bo 
offers also the advantage that seams, rivets, welds, and reinforcing plates 
avoided, with the result that corrosion and cracks due to caustic embrittlement 
are almost totally eliminated. 


STREAMLINING 


Now, we have to mention one more aid to the success of the high-speed trains 
I mean streamlining. A great impetus to streamlining was given by the d 
velopment of aviation, although 42 years ago, before the Wrights flew the fi 
airplane in 1903, Dr. W. F. M. Goss, dean of Purdue University, built at the 
university a wind tunnel and studied air resistance of trains. In 1893 a certain 
I’. U. Adams took out a patent in this country on a “locomotive and tender hous 
ing,” ordinarily called a wind cutter, which, when put on a locomotive would tend 
to reduce air resistance. But this invention was so much ahead of its time 
that nothing practical resulted from the idea and many others in point. 

Only wib the development of aeronautics and the advent of wind tunnels, whe 
means for a scientific study of the best shaping of the front, tail, and other parts 
of railroad vehicles were provided, did we get nicely streamlined cars, loco: 
tives, and trains. The Chicago, Milwaukee, St. Paul & Pacific locomotive 
Hiawatha and the Gulf, Mobile & Northern diesel train The Rebel, are the direct 
outcome of wind tunnel tests made in 1934 in the aeronautical laboratory of the 
New York University by the builders of the locomotive and train, the Americ 
Locomotive Co. and the American Car & Foundry Co.* 

In steam locomotives the requirements of diminishing the air resistance always 
militate against the accessibility of the moving parts of a locomotive, but a com- 
promise in the form of shrouds is usually worked out which permits retaining 
the graceful appearance of a switly moving locomotive and at the same time a 
Saving, for the locomotive alone, of about 200 to 850 horsepower at 100 miles 
per hour, depending upon the degree of streamlining. These results have not 
only been found from tests on models in the wind tunnel, but also from tests 
abroad with full-size locomotives. On an eight-car fully streamlined train with 
a semistreamlined locomotive, the expected saving in horsepower should amount 
to GO0-700 at 100 miles an hour, which may represent in some cases 10 per 
of the whole power of the locomotive. 


PROSPECTS FOR FURTHER IMPROVEMENTS OF THE STEAM LOCOMOTIVE 


In the endeavor to make the steam locomotive adaptable to high speed, atte 
tion has been paid to its fundamental characteristic, which makes the conven- 
tional steam locomotive so different from other locomotives, especially those with 
slectrie transmission and purely rotating weights. During the last 20 years 
several locomotives with steam turbines and condensers have been built abroad 
However, most of these were not found successful, mainly because the complica 
tion of the auxiliary machinery needed for the condensation of steam was too 
great for reliable operation and too costly for reasonable maintenance. One 
locomotive of this type, built in Germany by Krupp a number of years ago and 
rebuilt in 1984-35 is still in operation, and has shown in regular service a saving 
in coal of from 15 to 20 percent as compared with the standard reciprocating 
steam locomotive performing the same work. 


5 Transactions of the American Society of Mechanical Engineers, vol. 59, No. 7, October 
1937, p. 617, and Railway Engineer, April 1938, p. 129. 
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, promising are the experiments which are now being made in Sweden 
he four small 1,000-horsepower turbine locomotives, without condensation, 
irect tranSmission and reverse through gears; also with the 2,500-horse- 
passenger 4-6-2 turbine locomotive of a similar nonecondensing, direct 
ission type, which has been for more than 2 years in experimental service 
high-speed trains on the London, Midland & Scottish Railway in Great 
n. These locomotives have no reciprocating engines or drives, only com- 
balanced connecting rods, and have, therefore, very satisfactory riding 
cteristics. 
ewise, a 4-6-4 locomotive with individual turbines of the noncondensing 
one for each driving axle, is now being built in France by the well-known 


} 


ne-building firm, Le Creusot, for the French National Railways. The three 
s will have a total output of 2,675 horsepower, which will be transmitted 
e three driving axles through gears and individual flexible drives of the 
type, used in Europe on electric locomotives. 
s expected that an increase in speed will result due to the elimination of 
nrocating, and even revolving weights, and that riding qualities will be as 
is those of any electric locomotive with low unsprung weights. The tur- 
ears, and the drive are almost totally spring-borne. The coal consump- 
f this noncondensing turbine locomotive will be about the same as that of 
eciprocating locomotive. The only disadvantage, as far as can be seen now, 
complication of reversing, for which three separate reverse turbines, one 
h driving axle, are provided—this in order to eliminate the reversing 
ugh pinions in individual gears, and their synchronization. The L. M. S. 
has the simplicity of 1 gear, which has only 1 reversing pinion for all 3 
but has the not—very—serious disadvantage of the connecting rods 


(merican conditions, where 6,000 horsepower is required in a powerful 
need locomotive, either of the 2 solutions, whether with 1 turbine and 1 gear 
r with several individual turbines and drives, has its drawbacks. 


a This is 
vy what prompted the Union Pacific to resort to electric drive for their 
init 5,000 horsepower turbine locomotive, which is now being completed at 

ips of the General Electric Co. at Erie. 
nother interesting development is the 4-6-4 locomotive of the Winterthur 
the French Railway du Nord, which is now being built by the Societé 
enne des Constructions Mécaniques with a boiler of the Swiss Locomo- 
of Winterthur. It will have 3,000 rail horsepower delivered by 3 
ng 6-cylinder, horizontal, uniflow, dynamically balanced engines 
3 driving axles through 3 individual Winterthur drives, as in electric 
s built by that company. The 18 cylinders of the locomotive will be 
5 inches diameter by 9.5 inches stroke, but the boiler will carry 853 

per square inch working pressure. 

ng about prospects for future developments, high-pressure boilers should 
erlooked. The Stephenson type firebox has the weakness of the flat 
construction with the radial stay bracing. The pressure, which was 
going up very rapidly by leaps of 25 and 50 pounds per square inch, 
ng slowly increased by 10- or 15-pound intervals. It is felt that we 
approaching the limit and, therefore, must be very cautious in experi- 
The highest pressure so far reached in a Stephenson boiler is 325 
per square inch in this country and 355 pounds per square inch alroad, 
cases in experimental units. These attempts are prompted by the de- 


retain the conventional boiler, which is so cheap to construct and practical 
ate 


made with special fireboxes or special boilers for locomotive service, 
the Emerson boiler on the Baltimore & Ohio Railroad, have not met with 
ccess, either here or abroad. In spite of this, attempts to improve the 
itive boiler have not ceased. The new Union Pacific turbine locomotive 
have the Babcock & Wilcox boiler of Steamotive type and will carry pres- 
about four times as high as the Stephenson boiler. However, the ques- 


of material to withstan: the high pressures and temperatures and of the 
vior of tubes at these temperatures are still open, and only experience will 
the practicability of this new design. There are hopes that these new 
inpts will ultimately bring about a radical change in the 109-year-old Stephen- 


boiler and will permit further increase in the efficiency and power of the 
locomotive. 
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uuld not be complete without some reference t 
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ht and passenger trains were so different 


nude alike \ freight locomotive would usu 

er wheels in order to exert greater tract 
olives had smaller cylinders and larger wheels. Th 
wheels would vary from 48 inches in freight to 96 incl 

! OmMotlves 
the demand for freight is such that it must be moved quickly, and th 
d of freight trains has been going up for many years. The average speed 

me trains reaches 45 to 50 miles per hour, necessitating a maximum speed 
i0 miles per hour. For a great many railroads where the speed of 
trains is not exceptionally high, there is very little difference between 
juirements for passenger and freight locomotives, and now locomotive 
wheels vary in closer units, 70 to 80 inches, The difference, therefor: 
ween freight and passenger locomotives is very small, the high-speed pa 
nger locomotive being confined to the 4-6—4+ and 4-8-4 types while on man 
ads the 4-S—4 type can be equally well used in freight service. This increas 
ing interchangeability between passenger and freight locomotives operates, of 
course, to the advantage of steam. 

Of course, there are cases where higher tractive efforts, and consequent 
more driving wheels, are needed, especially on roads with heavy grades. The 
trend in this case is to divide the number of driving axles between two frames 
using an articulated locomotive of the noncompound simple expansion type, 
with no more than six driving wheels in each unit. The 4+-6-6—4 locomotives 
recently built for the Union Pacific, Northern Pacific and Western Pacific Rail- 
roads are good examples of this type of locomotive. 

What we have seen regarding the growth of power of passenger locomotives for 
the last quarter of a century applies also to freight locomotives in the above 
sense. The horsepowers of these locomotives have been going up to 5,000 and 
6,000. The boiler capacities are about the same as those of the high-speed 
passenger locomotives with three driving axles and the difference in design of 
the boiler is very small, except that the length of the boiler conforms to the whet 
base, when a different wheel arrangement is used. Here you will note that high 
tractive effort does not necessarily result in high horsepower. ‘The locomotives 
shown were both built for the same road, one gives high tractive efforts at low 
speeds, the other with much less weight on drivers, and consequently much less 
starting tractive effort, gives greater sustained horsepower at normal operating 
speeds of today. 

The various improvements which we have just discussed for high-speed pas- 
senger locomotives are now being incorporated in freight locomotives as well 
The pressures and superheats have been raised and are now about the same as 
in passenger locomotives. Cross balancing and improvements in riding qualities 
are being made whenever possible. Roller bearings and locomotive beds are 
very frequently used. The increase in reserve power and these improvements 
result in better utilization, higher speeds, longer runs, increase in availability and 
economy. A modern freight locomotive will permit fewer stops, quicker move 
ment of goods, smaller consumption of fuel, reduction in cost of maintenance 
curtailment, and possibly even elimination of double heading and helper mileage, 
and will result in a better operating ratio. 

Beginning from 1921, when on class I railroads 162 pounds of coal were used 
in freight service to move 1000 tons of freight and equipment for a distance ot 
1 mile, the moving of the same amount over the same distance required a grad 
ually descending amount of coal: 5 years later, in 1926, it was only 137 pounds 
15.5 percent less; 5 years later again, in 1931, it was 119 pounds, a further de 
crease of 13.2 percent. In 1987 it was 117 pounds, a total saving of 27 percent 


I 


compared with the fuel consumption in 1921, 16 years ago and the lowest ou 


\\ 





lay’s conditions, I should not dwell on the imp 


lern situation than that retlected in the figures just as shown, as I 
e the handicaps that the railroads have contended with for the past 
d the difficulties that railway managements have faced in providing 


ven al 


rtance of 


easonably ample motive power program. 
now of the part that the railroads have played in the development of 
eat country, and we also know that there was never a time in our history 


e railroad problem was of greater significance nor of more vital in st 
s today. This railroad system of ours gives the cheapest and safest 
ortation in the world. It gives employment to a million men and, in 1937, 
1 out in wages about 5 million dollars a day. In this State alone, the 


in 1937, employed over 100,000 people with an annual compensation of 
10 llion. Our railroads pay nearly a million dollars a day 


7 ‘ 7 ; 
a billion do ‘Ss wort 


annually more than } | 


h of materials 


wed in every State in the land. They are a great institution serving the 


ind I am glad to say that the public is gradually becoming a little more 
sus of their value in the country’s welfare. In spite of what others might 
hesy, I stand here confident that if this country is to survive then our great 
ad transportation system must survive and that if it is divorced from 
given fair treatment under a real constructive national policy, then 
ire brighter days ahead. 

have attempted to indicate to you something of what steam has been doing 
vhat is projected for the immediate future in the line of development. 
comotive designers all over the world are looking eagerly ahead. They 
e that while great accomplishment has been made during the past 10 years 

is yet a vast opportunity for improving this useful tool of civilization. 
m, of course, is no panacea for all railway ills, but it can help and is 
to help. No industria! plant can compete successfully in these days with 
machinery, and a motive powerplant with the degree of obsolescence 
above cannot but reflect operating results that are not ideal, to say the 


ider, the eminent French engineer, skilled in artillery, hydraulics and 
nics, wrote these memorable words in 1739: 
Here is the most marvelous of all the engines. There is no other mechanism 
has a greater resemblance to animated creatures. Heat is the principle 
ts movement and is generated in the different circulation tubes similar t 


to 


ition 


of blood in veins; it has valves which open and close when necessary ; 
is and evacuates itself at regular times and gets from its work all that is 
d for its subsistence.” 
‘would think that this was written about the steam locomotive. No pai 
n 1789 did not refer to a steam locomotive as none was then in existence. 
id in mind a steam engine pumping water from coal mines and a boiler, 
vy a combination with a Newcommen engine, but what he saw in a steam 
200 years ago is still there in the modern steam locomotive. Steam did 
is still doing it, due to Newcommen, Watt, Stephenson, and a host of 
engineers, up to this date, because steam is a tenuous, flexible medium 
has the ability to store its energy and to use it at any time and under any 
nstances, especially at high speeds. 
e old iron horse literally breathes fire and water. It likes a challenge 
youngsters like the electric and diesel-electric, especially in the spring of 
ar. 


njoys a race, is young for its years, simply will not be its age. 
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It has made more history than any other mechanical unit in existence. Ang 
if it could talk, it might say, “You haven’t seen anything yet!” 
Yes, gentlemen, steam marches on! 
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HORN...OR WHISTLE? 


DIESEL OR ATE UM. which is the locomotive power for the job? We can't tell—yet. We ss 
how t know — now. We won \ Vactucl cach Gulroad problem separately and £ 
ser that meets the comditions. Te may 
r fits the jobs better, we Duikd it. And 


texdern laconmetives cn the werk 


AMERICAN LOCOMOTIVE 


DIRGEL - STAM + SLECTAIC 
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Kansas City Southern 2-10-4; built by Lime 


rua FAUS F ven rose sous 


The high-speed steam locomotive pays the highese returns, 
on the dollars invested, of any type of motive power, con 
sidered on the basis of initial cost, performance, and main 


tenance expense. 


And Lima's insistance upon the highest standards of 
workmanship and materials assures the efficient performance 


of Lima-built steam power throughout years of heavy service. 


LIMA LOCOMOTIVE WORKS @ » INCORPORATED, LIMA, OHIO 
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Richmond, Frederichtburg & Potomac 2-8-4 bwils by Lime 


Ste a m As steam motive power bore the brunt of the 


war's transportation burdens, it likewise will be 





is relied upon to meet the major transportation 


needs of the days ahead. 


§ Ti L L To keep pace with demands for still faster 


and more economical freight movement, modern 


SUPREME Lima steam locomotives are built to haul heavy 


freights at sustained passenger train speeds, 


LIMA LOCOMOTIVE WORKS @ > INCORPORATED, LIMA, OHIO 
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She doesn’t wear chrome trim, and her paint is 
k. but she, coo, is truly modern. She was built for 
1 modern job — and she does it well 

With planned scheduling she can stay on the road 
and 18 hours a day, 27 or 28 days a month. With 
per servicing — and such servicing facilities save 
ore than they cost — she can be turned around in an 
our or two. With her modern design, based on pro 
gressive engineering, her maintenance costs are low 
And with equal attention, she the modern steam 
locomotive — will give you more train-miles, more ton 
miles, more passenger-car miles per year for each dollar 
t investment than any other type of motive power 
There is a place for sceam, and in this place the 


era steam locomotive is doing an outstanding job. 





| We are continuing co build such locomotives 


, 1948 









DIVISIONS ma, Ohio — Lime locomotive Works 
Division, Lima Shovel and Crone Division Momlton 








Oho — Hooven, Owens, Rentachier Co; Niles Toot 
Works Co 
PRINCIPAL PRODUCTS: | ocomotives 

vols, Miles heavy machine iools, Hamilton 
ond sieam enginet; Hamilton heovy mete! \tomo.n9 
Presser, Momiiton Kruse ovtomatic con mohing me 
chewery, Specie! heovy mochinery, Heavy won cart 


9G) Weldmenn 
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EXHIBIT J 





service 


Customer 

















EMD switch- 
ers prior to 
September 

1934 
(ist ALCO 
delivery) 


EMD 


switchers 


1954 


New York region 

Aliquippa & Sou n None-. 7 
Allegheny & South Side do. 1 
Baltimore & Ohi do 8&9 
Bangor & Aroostook do 4 
Bellefonte Central =. do 1 
Boston & Maine do 64 
Buffalo Creek do 3 
Cambria & Indiana do 8 

Canton RR .do 
( Ml SEES. OF POO JOTROT . x ccccwccnactausseen do 12 
Central RR: of Penusvyivanis..... 0.6. .cccansoce do 13 
Chicago River & India .--do 15 
Cleveland Quarries Co en do.. 1 
Cleveland Union Terminal  — 3 
Colu 1 Iron & Metal Guia eematnil do ss l 
Cor h & Black Lick a do.. » 

( silroad do 
I ackawanr & W el do 37 
I inna Coke do l 
Do 1 Southern . do 10 
Erie do 41 
Indiana Harbor I -@0.... 110 
Lake Terminal do... 24 
Lakeside & Marbk i do 3 
Lehich Valles do... 75 
Maine Central ae 5 
Mar nd & Penr do 4 
Monessen South Weste do 4 
New York Central do 275 
New York, C go & St. Louis do . 15 
New York, O1 & West ane 21 
Pat »& Back I do... 7 
Per nia R Ce 202 
Pe Eastern do 7 
e phia, Bethl & New England do ‘ 28 
Pittsb X Lak I do a 40) 
I tc} ( 10 9 
| C ‘ yg he do { 
I 1 ( ..do x l 
I bur | do 3 
I R do 6 
Re ( do 2 
R ~ 1 ¢ do 29 
River 1 nal do 5 
t & Higt é do 10 
RR. ¢ do 66 
I i States St do I 
vy R Co do ] 
Warner S 1 & ¢ vel C do l 
Y n & ithern do 15 

; ille re 

A] reat Souther a0... 5 
Apal l ther do 11 
A ye | t ( i do l 
Atl Co I do 90 
Rir : Southerr do 5 
vark Cou Port Authorit do 1 
( phell’s Cre do 1 
f 1 of Geor do 16 
Chark n& We ( na do 4 
Chattanooga Trac n ¢ do 2 
Che peake & Ohi do 44 
Cincinnati, New ¢ & Texas Pacific do 21 
Cincinnati Union ] do 8 
Cli field Railroad do 6 
Florida East Co do 15 
Georgia & Florid do 3 
Georgia Marble do l 
Georgia Northern do 1 
Georgia Railroad __. do 7 
Georgia Southern & Florida do { 
Jacksonville Terminal do 10 
Lehigh Portland Cement Co do 1 


Dec 31, | 





Division, General Motors Corp.—EMD locomotive units in 
-Railroads owning EMD switchers as of Dec. 31, 1954 


Date of Ist 
deliveries 


December 1953. 
March 1951 
December 1936, 
April 1949. 
July 1953 
August 1936 
January 1939 
July 1951. 


January 1939. 
May 1950. 
June 1950. 
November 1953 
March 1954. 


July 1949 
November 1947 
March 1949 
January 1941, 
March 1951 
October 1939, 
January 1948, 
April 1947 
March 1950, 
August 1937 
September 1950. 
November 1946. 
October 1950. 
July 1936 
April 1940. 
March 1948 
February 1935. 
June 1937. 
November 1950. 
October 1935 
December 1947, 
October 1953 
February 1951 
January 1952, 
October 1950 
October 1954 
November 1937, 
October 1939, 
August 1936 
November 1936 
August 1948, 


June 1951 
April 1953. 
September 1953. 


November 1950. 


January 1950 
September 1947. 
July 1946. 
January 1940 
March 1937 
February 1943 
A pril 1953. 
August 1939 
November 1950 
April 1947. 
July 1949 
December 1941. 
June 1951. 

July 1950. 
December 1952. 
July 1950. 
September 1947. 
October 1950. 
April 1948. 
May 1950. 
July 1947. 
May 1953. 
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Railroads owning EMD switchers as of Dec. 31, 1954—Continued 
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rp EMD locomotive units im 


M D switch- 

prior to EMD 

September (switchers 
1934 Dec. 31, leliveries 

Ist ALCO 1954 

delivery) 


None 2 


January 1947 
do 14 Nove 


mber 1941 








do ] 

10 2 | January 1940 
do 8 M 1 1939 

ac 78 | November 1940 
do 13 | October 1947. 
do 2 June 1946 

do 10 | October 1946 


{ September 1950. 


do ‘ 1 | September 1947. 
do A 45 | May 1936 
do : 18 | November 1949, 






1 | January 1954. 
1 3 | October 1953. 
( 1 ily 1949 
i 84 1 1939 
ao 19 inuary 1938 


Yecember 1950, 
inuary 1939 


J 
J 
J 
I 
do ] 
lo >» | November 1947. 





oO 12 

dl 2 

io 9 | April 1942 

i 99 | June 1939 

‘ ws May 1937 

lo 210 ber 1940 
do 2 Mar 1942 

lo 7 June 1951 
do 5 | September 1947 


do 1 January 1941, 

6 | April 1950 

4 A pril 1949, 
12 June 1947 

do i 14) May 1941 
15 March 1953 
a) December 1936 


December 1939 





} 
do ( 

1 99g 

179 

173 

j 

) l 
do l 

; 





4 f 
1( 
1 
7] 
& Octohe 1 
October 1947. 
t 1950 
$3 | June 1952 
l September 1953. 
do 2 February 1950. 
de $ Jul 152 
do 119 | October 1939. 
do l February 1912. 
do 9 | August 1948. 
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Division. Ge Wotors Corp. 
Railroads owning EMD switchers as of 





ANTITRUST 





LAWS 


EMD locomotive 
Dec. 31, 1954 


writ 
Continue 





EMD switch- 
ers prior to EMD 
3 September (switchers Date 
‘ t 1934 Dee. 31, delive 
Ist ALCO 1954 
delivery 
None 3. October 1 
i 1 M 1952 
d 2 February } 
d 2 | March 1951 
} 1 2 January 1939 
5 April 1949 
1 October 1952 
do 2 August 1951 | 
‘ Ta) 11 | March 194 
l do 1 October 19. 

1-( d t January 194 ' 
d 4) May 1939 j 
do » December 
do l May 1949 

( do 1 A pril 1953 

4 do 2 | January 19 

\ do 2 | January 19 
do 3 Janua 4 
do 62 | September 
do 1 January 1942 
do 10 A pril 1953 
a 1 | July 1949 
do 15 | January 1947 
do 36 | July 1937. 

} do 21 Decemt 
{ il do 3 | December 19 
do 2 Wo. 
do 1 | December 
| do 2 August 1949 
do 2 | July 1937 
Me do 5 | April 1951 
I do 31 | April 1948. 

ut do 12 | May 1949. 

( do 1 June 1951 

R I 38 | June 1940 

fi 0 45 | November 1 

oO 1 | June 1954. 
M Oo ) ] December 1954 

il ) 2 | November 195: 

I 0 2 Julv 1938 
do 44 April 1939 

{ Cri&l do 2 
: . do 4 | March 1942 

) \ ( do 2 December 19 } 

R lo 2 | June 1952 F 

umber ; ; do. 3 | August 1954 

her ¢ do l December 19 

» Cor ..do 16 | May 1939 

f ) 2) February 1952 
fi lo 119 | February 1939 
do 6 | January 1948 
do 1 September 19 
| } ( ] 5 December 195 
) 





TPES 


A took None 9 
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ExuHrsit K 


ids owning EMD passenger units prior to January 1940, 
{LLCO passenger 


Railroad Jan. 1, | Dec. 31 


1940 1954 

O 13 Hi 
1 23 
I 2 64 
( 2 26 
Line 22 68 
15 22 
Wester 4 oS 
gton & Q l 114 


9 Q 
° 97 
0 aé 
t 2 


( 12 
Oo Ct} peake 31 

I ricksburg & Potomac 20 
46 

& ¢ Pere Marquett 12 

I f Ilinoi 3 
lilw kee Paul & Pacific 12 
13 

A () 10 vy 
Great Norther $ 

A ille 32 
lexa 11 

B VI lle & Mexic 2 
Fra co 23 

18 

18 

2s 

1& Seatth l 

103 1, 228 

just 1,736 


Exurisit L 


ownership of EMD road switchers prior to September 
first Baldwin road switcher 


As of Sept.) As of Dee 


Railroad 1946 31, 1954 


£O None 45 


Lake Erie None s 
( None 7 

f New Jersey None l 

I minal None { 

1 & Western None ») 
None F 

ral None 19 
Central None 169 
I l None 4s 
None 6S 

None 14 

& Lake Erie Non 35 
ern ] None 1 
None 44 

None 10 

Rockfis None ] 
itherr None 5 

St. Andrews Bav None 
West Point N 


‘one 
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date of first 


Date of Ist unit 


‘ l y 
N n r ii 
‘ 1 
\ r 1989 
Ne 1u 

pt I 
M } 
April 1934 
Augu 7 
Mar LYst 
\ y 
A pril 1939 
Octo’. 1439 





March 1945 


May 194 
Mareh 1947 
Maret 147 
Mar 147 
47 


1946 Date of 


Date of Ist unit 





1 1949. 
195 
mber 1948, 
November 1952 
A pril 1954 

igust 1951. 


i 

August 1950 
1 
I 


t 
Vi 


ck 






{ 
Sept 
\ 


tember 1950. 


January 1951 
January 1952 
VO t LIA 
September 1951 
Yecember 1956 
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Railroad 


ANTITRUST 


Continued 


MPAPAAAAZALALA 


+ Ae Pt Pf Af 76 


7 


ALZALALALLAELLELA 


APY 


2 oa te 


2, 4 4448 


y-7 
4 


None 

None 
None 
None 
None 
None 
None 
None 


LAWS 


f EMD road switchers prior to Septe mober 
first Baldwin road siwite her 


Lb 





1946—Dat 


Mav 1951 

NI 195¢ 
July 1950 
October 195 
October 1952 
Apr 11950 
December 195 
November 19 
October 1948 
September ] 
A pril 1950 
Mav 1950. 
lecember 19 
A pril 1950 
January 1947 
A pril 1951 
February 195 
September 19. 
Mav 1951 
June 1045 
November 194 
September 19 


June 1954 


A pril 1948 
January 1954 
December 1948 
yanuary 1953 
December 1951 
March 1951 
October 194 
January 1951 
August 1951 
March 1953 
August 1954. 





Fet rv 19 
Janu 1954 
Decen ri 
March 195 
Fuly 1950 
October 19 
January 1952 
April 1951 


August 1952 
January 1953. 
Mareh 195 
June 1950 
January 1950 
Tu 1950 
February 1950 
June 1950 
March 1950. 
June 1950 
August 1950. 

A pril 1942. 
December 1952 
August 1952. 
June 1952. 
June 1954. 
October 1954 
March 1953. 
August 1951. 





———— 








Railroad ownership of EMD freight units (“F” type) 
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) Ist del 
4 1942 
( 47 


O 44 
J 194 
December 19 
1 
M { 
Jul 7 
| 104 
{ 
} Be 
\ ) 
1Tit thy 
A 1949 
J 194 
D er 1947 
D 195 
Sey } 19 
M 144 
D } 48 
| 
49 
( 1Y¥4s 
N 1949 
( ; 
S } x 
D 4 
Fe M8. 
M 14 
De I 19 
oO ybe 1947 
I t 194¢ 
Ox I 4] 
April 1944 
A 105 
yi 
Ma 1948 
M 4 
AY ) 
( ber 1947 
Fe 1944 
January 1948 
N 1947 
September 1948 
December 194 
N ber 1947 
Janua 1947. 


June 1947 


November 1943 
March 1948 
November 1947 
January 1948, 
June 1944. 
February 1949. 
May 1949 
March 1949 
December 1952. 
May 1947. 

A pril 1947. 
May 1947. 
November 1941 
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Senator O’Manonry. Mr. Burns. 

Thank you very much, Mr. Osborn. 

Mr. Burns. All right. Charles G. Stradella. 

Mr. Srrapevia. Mr, Chairman and gentlemen, my name is Charles 
G. Stradella. Iam president of the General Motors Acceptance Corp.. 
having been elected to that position in August 1954. I have been a 
director of GMAC since 1940 and a director of General Motors Corp. 
since 1954. 

My employment with GMAC began in 1919, and in 1932 was elected 
a vice president. My association ‘with GMAC continued until 1942, 
In that year I joined General Motors Overseas Operations Division as 
finance manager and shortly thereafter was given responsibility for 
its general staff activities. I remained with this division until I 
assumed my present position. 

In prior testimony before the subcommittee, there has been certain 
reference to the activities of GMAC. There has also been evidenced 
considerable interest in the whole question of consumer credit: Qual- 
ity, quantity, current experience, the possible consequences of con- 
sumer credit extension of the past as well as present practices and 
what they augur for the future. 

The purpose of this statement is to present the facts relating to 
GMAC and to give our considered opinion on the broad question of 
whether the country should be concerned with present trends in con- 
sumer credit. 

We also propose to deal with specific references in prior testimony 
to the operations of GMAC so that the policies and procedures which 
it follows may be clearly understood. These policies and procedures, 
while not identical with those of all companies operating in the auto- 
mobile consumer credit area, are sufficiently similar to provide a basis 
for understanding of the broad problem. 

There have been statements inferring that General Motors Corp. 
and other manufacturers have been stimulating the lengthening of 
terms and the lowering of downpayments. When such a statement is 
made with respect to General Motors Corp., the man in the street 
concludes that GMAC, a wholly owned subsidiary, is the sponsor. 
Accordingly, we deal with this very important subject first. 


CREDIT TERMS 


The current policy of GMAC with respect to downpayment and 
terms was announced to GM dealers on March 29, 1954, and has re- 
mained unchanged. I would like to read the pertinent parts of that 
announcement, which has already been made a part of the record dur- 
ing the testimony of Mr. David B. Cassat on November 28, by Assist- 
ant Counsel Gareth M. Neville. 

Senator O’Manonry. Was this current policy about which you are 
going to testify now a new policy ? 

Mr. Srrapetna. It was a modification of a previous policy which 
will occur in the quotation. 


Historically, when the automobile market has been highly competitive, pres- 
sures have always developed on the down payment and terms structure. That 
situation is again with us. Well-thinking and experienced dealers are aware 
that no lasting benefit is gained from engaging in any form of needless terms 
spree. GMAC counsels with dealers to avoid a rash of unsound credits and 
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rms, yet it is keenly aware that there can be no hard and fast rules 
revailing competitive conditions. 

this way, GMAC will help dealers in General Motors cars to secure their 
9 il share of the market. GMAC wants to and will inject into the sales 
re the greatest possible flexibility as to down payment and terms. Under 
onditions the amount of monthly payments on new cars assumes in- 
iuportance in completing sales. Experience has shown that usually 
customer has an adequate initial equity in the car, the number of months 

ed for repayment has less significance. 
fore, GMAC is prepared to entertain acceptance of contracts from dealers 
what longer new-car terms. This by no means suggests that new-car 
ild automatically be lengthened, for no greater disservice can be done to 
er than to burden him with a credit cost over and above his actual 


ments. 





} 


1 under the current terms structure, more credit is given in all too many 
as indicated by the fact that 40 percent of GMAC’s customers prepay 
counts before final maturity. Our experience indicates that only a small 
* this is due to customers trading for another car. Hence, GMAC asks 
lers exercise the best possible judgment in the application of terms as 
best fit the individual circumstances. 
downpayment problem is somewhat different. GMAC’s current experi- 
vs that where downpayments on new cars are less than one-third, 
sessions are disproportionately higher, as dealers are well aware. 
From experience, it is most evident that the purchaser must have an invest- 
f sufficient amount to make him want to keep the vehicle. Recognizing 
need for great care, there will be, nevertheless, instances where the credit of 
stomer will warrant an exception in the standard downpayment require- 
For dealers of known good-merchandising practices and where the record 
he customer can justify it, GMAC will participate with the dealer in such 
While the foregoing has been pointed toward the sale and financing of new 
t is equally obvious that no new car operation can be completely successful 
hout a satisfactory disposal of used cars, particularly late models. 
Again, GMAC will afford dealers similar flexibility, with, however, an added 
f caution. The number of repossessions occurring in the financing of used 
cars is many times that of new cars. This varies considerably by dealer since 
nditioning the car for resale is of great importance. GMAC’s degree of co- 
ration must of necessity be guided in large measure by the standards set by 
iler in his used car operation. 
GMAC will continue to maintain its long established position on constructive 
edit merchandising which its experience in this business has shown is required. 
her course would produce any permanent good to the dealer, the customer or 
GMAC 
On the contrary, many would beinjured. Therefore, to repeat, GMAC will lend 
help to dealers and to customers who qualify creditwise, but it can only 
basis that will make for sound merchandising by dealers in General 
rs products. 


Up to the time of this announcement GMAC had maintained a prac- 
of discouraging any transactions involving less than one-third 
selling price as a down payment and a maximum term of 24 
onths. The practical effect, therefore, of the announcement was to 
licate to dealers that, while GMAC still believed in the one-third 

n payment, there could be justifiable exceptions and that the period 
payment could be lengthened to some extent. As 30 months’ terms 

‘ beginning to be the general maximum in the industry, the dealers 
ferred that such terms, if warranted, would be accepted by GMAC. 
This action was taken by GMAC only after reaching the conclusion 
hat the policy was sound and would not lead to an abuse of credit 
customer accounts (that is, GM dealers doing business with it) or 

0 losses beyond those normally anticipated. This last conclusion was 
iost important since, on 85 percent of the retail receivables held by 
(G;MAC, the dealer has the responsibility to repurchase a repossessed 
it the unpaid balance. 


T 
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Senator O’Manoney. May I ask you to amplify that last statement ? 

Mr. StraDetxa. That is right. 

Senator O’Manonry. That means that if one of these long-term 
contracts of purchase fails, and repossession has to take place, it is 
the dealer who carried the loss, not GMAC. 

Mr. Srraveiia. If the car is available. If the car cannot be repos- 
sessed but is gone, we can’t find it, or after a certain period of time, 
usually 90 days, if we have not brought it back to the dealer by that 
time, the loss falls on us. 

Senator O’Manoney. The loss falls on you? 

Mr. Srrapecia. If we cannot give him a car back within a certain 
period of time. 

Senator O’Manonry. But in most cases, I would assume that re- 
possession takes place? 

Mr. Srrapetia. That is right. 

Senator O’Manoney. In the majority, great majority of the cases? 

Mr. SrrapeLua. Great majority. 

Senator O’Manonery. There are comparatively few cars which the 
owner of, the purchaser of which has failed on his contract, which 
disappear from the area. 

Mr. Srrapetia. Plus those that we cannot find within 90 days. 
They are comparatively few, but there are still quite a few. 

Senator O’Manoney. Oh, there are some, no doubt, but most of 
these repossessed cars are repossessed by the dealer in the community 
in which he does business. 

Mr. Srrapetta. That, I would say, is correct. 

Senator O’Manoney. And he takes the loss. 

Mr. Srrapetia. He takes the loss if there is a loss. 

Senator O’Manoney. Yes; that is, his recovery comes out of what 
disposal he can make of the repossessed car. 

Mr. Srrapetia. That is correct. 

Senator O’Manonery. And there is no responsibility on GMAC nor 
upon the dealer. 

Mr. Srrapetia. Nor upon the dealer? 

Senator O’Manonrey. Yes. 

Mr. Srrapeixa. I did not quite follow you. 

Senator O’Manoney. I beg your pardon, nor upon the manufac- 
turer. 

Mr. Strapetia. Nor upon the manufacturer; that is right. 

Senator O’Manoney. Thank you. 

Mr. Srrapetia. The result of this change in policy on receivables 
purchased by GMAC is reflected in the following comparative figures. 
These figures are the result of an analysis of the actual number of 
new car retail transactions purchased by GMAC in the months men- 
tioned. 

The purpose of this, of course, is to show what happened as a result 
of the change in policy. Starting with June 1954, and taking the 
transactions purchased in that month, the average downpayment on 
those transactions was 43 percent; going over to the October 1955 
column, this has moved down to 40 percent at this point. 

Next, coming to average terms, in June 1954, the average term of 
the transaction was 24.4: in October 1955, 28.5 months. 
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fransactions with downpayment under one-third were at that time, 
ne 1954, 17 percent of the total purchased, 30 percent of the total 
hased in 1955. 
insactions with downpayment of 25 percent or under were at that 
{ = recent of the total, and they are now 9 percent of the total. 
taking the one which is the real, what we call a fringe combi- 
on in that it has both under one-third downpayment and a term 
30 months, in June 1954, that was 1 percent of the total, and cur- 
y is8 percent of the total. 
nator O’Manoney. In how many cases are there downpayments 
one-third, and how far down do these percentagewise payments 


ou see, it does not say downpayments of one-third, but downpay- 
ts of under one-third. What is the smallest downpayment with 
l you are familiar? 
Mr. Srrapetta. With which I am familiar would probably be 
area of 18 to 20 percent. The smallest is your question? Yes. 
ator O’Manonry. The smallest would be slightly under one- 


Mr. Srrapetia. That is right; and may I explain, Senator, that 
here I say downpayment under one-third, that 17 percent or the 
percent would include the 4 percent which is below; in other words, 

downpayment under one-third is everything we have under one- 


nator O'M AHONEY. Yes. 
SrraperLa. And then we get into the downpayment of one- 
rter or 25 percent and under, which is 4 percent. 
tor O'Manonery. In other words, the 4 percent would include 
very lowest that you have? 
Mr. Srrapen.a. That is right: and I think you have heard a cer- 
amount of comment to the effect that quite a number, quite a few 
opie, consider in the trade that 25 percent in the trade down is not 
rticularly out of line. 
Senator O’Manonry. What is the longest period of repayment 
er 30 months? 
Mr. Srrapenia. The last figures I can give you on that we have, we 
ipproximately 100,000 new car contracts a month, and in the 
nth of September we had 45 or 50 contracts in excess of 36 months. 
Senator OManoney. You had 45 or 50 contracts out of how many ? 
Mr. Srrapetua. Out of 100,000. 
Senator O’Manoney. In excess of 30 months? 
Mr, Srrapevua. Thirty-six months. 
Senator O’Manonry. Thirty-six months, 
Mr. Srrapetua. In excess of 36 months. 
Senator O’Manoney. Did I understand you to say in excess of 36 
ionths ? ; . 
Mr. Srrapetua. In excess of 36 months. 
Senator O’Manoney. What is the maximum? 
Mr. Srrapetta. The maximum on those individual transactions I 
nnot recall exactly, but I think there were some, there were some 
ool buses, 10 of them were school buses, that ran around 42, 43 
onths, in that general area. But the bulk of them I do recall were 
n the 37, 38. 39. and when you get up to 42, you Just—— 
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Senator O’Manonry. What is the largest, the longest, period of 
payment of which you have memory now to an individual consumer? 

Mr. Srrapeiua. To an individual I would say 42 months, sir. 

Senator O’Manonry. Forty-two months? 

Mir. Srrapetia. I have not any specific actual memory of that tra 
iction. It would be a rare instance. 

Senator O’Manoney. Is it your opinion that there is a grow 
danger of failure to complete the contract in the degree in whi 
downpayment is reduced and the term of repayment increased / 

Mr. Srrapetta. Iam coming to that, Senator. 

Senator O’Manonery. All right. 

Mr. Srrapetia. The test of the wisdom of such a change in poli 
is, of course, reflected in the collection experience. During 1955, 
record of delinquencies, re posse ‘ssions, and losses is lower than in 1 
years 1953 and 1954 when shorter terms prevailed. Extensions and 

enewals have also been fewer. The number of accounts over 30 days 
a due are less than 1 percent of the total of all accounts outstand 
ing. Repossessions of new cars are at the rate of 2 per annum per 10 
accounts outstanding. The total of all losses incurred by GMA¢ 
due to cars not being fully paid for by the customer in the first 
months of 1955 was approximately one-tenth of 1 percent of the 
amounts collected during this period. All this experience is excell: 
on the b: isis of almost any historical comparison. None of these figures 
approaches the area where GMAC begins to be concerned. It shou 
be added that retail transactions for the major part, barring a sudde 
and substantial economic downswing, test themselves in the first | 
months. Seventy percent or better of all repossessions occur in that 
period. 

So much for terms. Does that, Mr. Chairman, cover your point? 

Senator O’Manonry. Well, substantially. I was checking here 
for the November Government report on Economic Indicators for 
November 1955. This is published by the Joint Committee on the 
Kconomic Report under a statute which requires the publication, but 
the material, these statistics, included here are gathered under thi 
supervision of the Council of Economic Advisers which, as you er 
is an agency that serves the President, and of which Mr. Arthur 
Burns is Chairman. 

On page 28 of the November issue, there is a table and a graph o1 
consumer credit. I have no doubt you have seen it. 

The figures on installment credit outstanding cover automobiles, 
other consumer goods, repair and modernizations, and personal loans. 
These figures show, coming as they do from the Board of Governors 
of the Federal Reserve System, that in 1953 the outstanding auto 
mobile paper, installment credit, amounted to $10,341 million; other 
consumer goods were $5,831 million; repair and modernization loans, 
$1,649 million, and personal loans $4,366 million. 

Now, the disparity between the gain in automobile paper and i1 
othe r consumer credit, repair and modernization, and personal loans 
is shown in the rest of the table. I will put it all in the record, but 
I will not read it all. But the figure for September 1955 showed 
automobile paper to have reached the alltime high of $13,929 million. 
You see, that was an increase of $3,600 million approximately over 
the figure for 1953. 
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‘ consumer-goods paper jumped from $5,831 million in 1953 
{8 million in September 1955; repair and modernization loans 
duced from $1,649 million in 1953, to $1,611 million in Sep- 
‘of 1955; and personal loans increased from $4,366 million to 
million, all of which leads to the question as to whether or not 
xtremely large increase in outstanding automobile installment 
s or is not an indication of a dangerous situation. 
I think we all recognize the fact that mass production and 
employment cannot be sustained without mass purchasing pow 

| that installment purchasing is a very essential factor in main- 


< 


x the market for the goods produced by mass production. 


hen we find one item of commodities purchased by installments 
¢ since 1953 from $10,341 million to $13,929 million, it natural- 
; i serious question as to the danger of inflation. 

ld like to have your comment on that. 

document referred to follows:) 
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CONSUMER CREDIT 


total consumer credit outstanding increased $650 million to a new high of $34.3 billion. |r 
Imost $550 million, de rgely to the continued increase in outstanding automobile credit. Nor 


$100 million during the month, 
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Mr. Srrapetita. My next point is going to be our opinion on this 

itter of quantity, the $14 billion or $13.9 billion. 

Senator O’Manoney. All right. 

Mr. Srrapetia. I would, before going on, like to say that there is 
ome concern about the rate. If you will go back, the rate of expansion 

ontrasted to the amount, if you will go back to 1952-53, with those 
me figures that you have here, you will find that, I think it was at 

. begining of 1952 or some time in 1952, auto credit was about $6 
illion. It moved up to the middle—by the middle of 1954 to some- 
hat over $10 billion. 

Senator O’Manonry. What was the first year you took ? 

Mr. SrraApeELLA. 1952, the end of 1951. 

nator O’Marronry. 8,099 million is the figure given liere. 

Mr. Srrapetia. Could I have the end of 1954? 

Senator O’Manoney. That was the end of 1952. The end of 1954 
as 10,396 million. 

Mr. Srrapetua. The end of 1951 ? 

Senator O’Manoney. 1951, 6242 million. 

Mr. SrrapeLia. That is the beginning of 1952, let’s call it. 

Now during that period between that and early 1954 you will find an 

rease to about 10 billion. 

Senator O’Manonry. Well, it is over 10 billion. The lowest figure 

1954 was for the month of November, when it was 10,296 million. 

e average for 1954 was 10,396 million. 

Mr. Srrapetia. So we have moved from a 6-billion level to a 10- 

on level, or an increase of well over 50 percent. 

Now, if you go back to the early part or middle of 1954 and just use 

» 10 billion, we have moved another 4 billion from 10 to 14 billion 

uto credit. So that = rate of increase after that plateau of 1954 

re it stayed for a year at about 10 billion is not quite as rapid as 
t was during those years I previously located in the beginning of 
1952 to the end of 1953. I haven’t covered that, but I knew you were 
proba ly concerned about that particular one. 

Senator O’Manonery. Well, it shows two jumps of about $4 billion. 

Mr. Str \DELLA. That is right, it shows two jumps. 

Senator O’Manonry. And one was in a period of about 3 years, 
ind the other was in a period of 2 years. 

Mr. Srrapecta. The other one was during the years 1952 and 1953 
because early in 1954 it hit this plateau of 10 billion and changed 
practically not at all during—well, it began to rise about September 1. 

Senator O’Manoney. I think you could claim better figures than 
that, because according to this table you didn’t reach 10 billion until 
1953. 

Mr. SrrapeLna. 1953. 

Senator O’Manoney. It was 1953 that the first $10 billion figure 
appears, and that was $10,341 million. 

Mr. Srrapetta. Yes. Shall I continue? 

Senator O’Manonry. Yes, indeed. 

Mr. Srrapetia. The quantity of auto consumer credit : We now turn 
to the general question in which interest has been expressed at one 

ime or another by members of the committee. 
There are many opinions on the subject. Some say that the quantity 


of auto credit outst: anding is too large, others take ‘the opposite point 
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of view. We in GMAC share the view that the amount outstandino 
is not too large, 

In aa ee at any conclusion, there is a great choice of statist 

hic] 1 be cited—percentages of annual disposable income re p 

ited I by credit extended during the year; liquid assets of the publ 
wad several others. We are inclined to pay more attention to ty 
othe compal isons. 

The first of these is the relationship of the monthly installment, 
shown by GMAC statistics, to the monthly disposable income of thi 
average household. Certainly, this is a measure of the burden on t!] 
household for the acquisition of a car. On this basis we find that th: 
average monthly installment on a new car represents 17 percent } 
household income after taxes today as against 21 percent a few years 
ago. ‘This is the lowest percentage in many years—as a matter of fact 
as far as we can go back in statistics. The comparable percentag 
on used car installments are 10 percent as against 12 percent seve al 
years agvo,. 

This monthly installment, we believe, is one of the key figures 
analyzing the problem. It has shown remarkable steadiness over the 
past 4 years—having averaged approximately $80 a month in the 
case of new cars and $47 a month in the case of used cars. It could be 
said that the gradual increase in length of term has about balanced 
off the car price increases arising out of the addition of such items as 
automatic transmissions, power steering, et cetera. In any event, the 
installment burden expressed in dollars per month has been very stable. 
The charge on the family budget has been constant. 

Senator O’Maronry. Mr. Stradella, you have doubtless heard the 
story of the explorer who went to Africa and brought back a young 
orangutan and put it in her home and fed it, and pretty soon it was 
too big to be taken out of the house. Now, these statistics that you 
are giving me prompt me to turn to page 5 of this same document on 
the Economic Indicators. This publication was called an indicator 
because these statistics are believed to furnish a base upon which 
judgment may be made as to economic stability. I think that to use 
the years that you were selecting a little while ago, savings as a percent 
of disposable income in 1952 amounted to 7.8 percent ; in 1953 to 7.9 
percent; in 1954 to 7.2 perc ent. It began in 1954 with 8.3, and went 
down in the fourth quarter to 6.5, ms aking the average of 7.2. But now 
in 1955, accompanying this second $4 billion advance in automobile 
paper, we find that savings are rec orded for the first quarter as 5.9 
percent of disposable income; second quarter 6.2 percent; third quarter, 
o.5 percent. 

Now, as a theory, would you agree with the assertion that if in- 
stallment credit rises to such a point that savings are beginning to be 
reduced as a result of it, that the danger signs are flying? 

Mr. Srrapetra. I am not so sure that I would. I think installment 
credit is a form which makes for saving. 

Senator O’Manronry. Yes, provided you don’t have too long a term 
for repayment, because a car, when it is paid for, may not have much 
value as a capital asset. So it is not a saving when it gets to that sort 
of financing, is it? 

Mr. Srrapetta. When you create an equity in your automobile, it 
is a saving, of course. 
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ator O’Manoney. Of course, the minute you buy an automobile, 
mediately becomes a used car and its cash value immediately is 
ed. 

lhis would be a very interesting economic discussion. I will insert 

the record at this point, if you don’t mind, pages 5 and 6 of the 

November Economic Indicator, giving the full statistics on the dis- 
tion of personal income. 

The pages referred to follow :) 


DISPOSITION OF PERSONAL INCOME 


jing to current estimates, disposable personal income rose about $44 billion (seasonally udjusted annual rate) 
een the second and third quarters. Consumption expenditures increased $5% billion, while persona! saving 
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PER CAPITA DISPOSABLE INCOME 


> eS 
Per capita disposable income (seasonally adjusted), measured in both current and constant prices, rose abo 
cent between the second and third quarters. In constant prices, it exceeded the level of the correspond 
quarter by more than 5 percent 


0 ANNUAL RATES 
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Sources: Department of Commerce, Department of Labor, and Council of Economic Advisers. 





STUDY OF THE ANTITRUST LAWS 4009 


Mr. Curtice. Which, incidentally, Senator, is the highest ever in 
story. 
Senator O’Manoney. It is right there. It is high; yes, indeed. 
Mr. Curticr. It is the highest in the history of our great country. 
Senator O’Manoney. I want you to know, Mr. Curtice, that I was 
e of the sponsors of the maximum-employment bill, and I had 
irge of that when we put it through the Senate, and Senator Taft 
is interested in the bill, too. It became a law. And under that law 
s Council of Economic Advisers was set up. 
Now, our purpose in providing maximum employment and declar- 
rit to be a matter of Government concern to maintain maximum 
ploy ment, I think, was a very important factor in building up the 
noth of General Motors. You couldn’t have made the sales with- 
he full employment. 
Mr. Curtice. I said it was obvious in my opening statement that the 
ynamic growth of our country was one of the four important factors. 
Senator O’Manonry. That is right. 
\nd when this law was passed we recognized the responsibility of 
‘rmment to promote the dynamic growth of industry. 


-roceed, Mr. Stradella. 


l 
! 
\ 


ir. SrrapeLLA. Mr. Chairman, there is another yardstick in this 


paragr raph which we have been using: 
econdly, we look at the annual rate of repayment of auto credit 
d velate it to annual disposable income. This approach takes into 

int the lengthening of term over the past few years. During 

ent years, the annual rate of repayment has been betwe : n 414 and 
percent of annual disposable income. It is currently about 5 per- 
Looking ahead, we can forecast fairly closely the annual repay- 
rate for 1956. We then must m: ake an estimate of 1956 dispos- 
ncome. ‘This is, of course, anyone’s guess but if we assume that 
osable income for 1956 will increase at the same rate over 1955 as 
disposable income did over 1954, we find that the repayment 
lirement will not reach 514 percent. 

Finally, we know from experience that the public to a very large 
degree exercises great care as to its commitments and that, should 
here be a change in their current feeling of confidence in the future, 

h change would be largely reflected in current purchases until their 
commitments for past purchases had been largely liquidated. 

We would record our belief that there are signs that the efforts 
which the leading sales finance companies, including GMAC, and the 
banks have put forth in the past 6 months—that refers to control of 
terms—are bearing fruit. 

GMAC reiterated its longstanding philosophy on terms and down- 
payments in a presentation, reviewed with dealers, entitled “A Mer- 
chandising View of Current Time Sale Trends.” 

(The document referred to is as follows:) 


hen 


A MERCHANDISING VIEW OF CURRENT TIME SALE TRENDS 


The first 6 months of 1955 have been marked by an exceptional volume of retail 
Sales made by General Motors dealers. 

In no comparable 6-month period of its 36-year history has it been the privi- 
lege to GMAC to buy as many times sale contracts. 

GMAC and all concerned have reason to be pleased with the paying perform- 
ance of the vast number of car customers now on its books—over 2,700,000 in 
the United States and Canada. 
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Collections are satisfactory, the delinquency picture is good, repossessions a 
not out of line, and losses cannot be considered excessive. 

These current operating results have been obtained through the close cooper 
ation in selection and collection which GMAC invariably receives from the Ge 
eral Motors dealer organization. To this must be added the sincere des 
of most customers to meet their commitments where they have made a g 
purchase. 

GMAC will continue to serve the merchandising needs of General Motors 
dealers and the financial requirements of thir customers as competitive cond 
tions may require. That is its responsibility. 

GMAC also views it as its responsibility to be alert to detect and bring to the 
attention of all concerned trends in the time-sale area which could work against 
their best interests. Only in this way can we all be forehanded in dealing with 
such mutual problems as may arise. 

During the past year or so, the stepped-up pace of new-car sales in some 
areas has been accompanied by a gradual relaxation in time-sale requirements, 
Average downpayments are getting shorter and average terms longer. U! 
doubtedly, Some customers who should buy used cars are being induced through 
easy terms to take delivery of new cars. And some people who ordinarily would 
buy a lower priced new car are “easy termed” into a bigger, more expensive 
model 

his is the time of year when thé usual increase in new car time-sale ratios 
may be expected. Dealers are going to reach out to exploit their time markets 
This can scarcely fail to create further pressures on the downpayment and term 
structure. Then customer equities are likely to increase. In anticipation of this 
there are two questions of importance to which GMAC invites consideration. 

1, Hlow far is it reasonably safe to go in reducing new car downpayments and 
stretching terms? 

2. Ilow long does it take a new car time customer to acquire sufficient equity 
to become a potential repeat buyer? 

A few graphs will supply the answer to these questions. 

The first graph is based on a transaction that is becoming quite standard in 
the industry, namely a new car having a true cash selling price of $2,400 with a 
downpayment of one-third and a 30-month term. The contract includes com- 
prehensive coverage and deductible collision insurance, GMAC group creditor 
(life) insurance and finance charges—all at GMAC national averages as regards 
both insurance costs and coverage, as well as financing rates. 

In the upper part of the graph are three lines as follows: 

1. Depreciated car value.—This dashed line which is supported by GMAC 
experience with Chevrolet, Ford, and Plymouth prices over the 4-year period 
1951-54 is premised on a depreciation of 20 percent initially and 2 percent per 
month on a declining balance over the contract period. This is a conservative 
basis for figuring depreciation for the long pull. Short-run fluctuations can be 
greater. For instance, these cars depreciated at near a 5 percent monthly rate 
for a short period in 1953-54. More expensive, slower moving cars would have 
a higher depreciation rate. Actual depreciation on a given car is also influenced 
by such factors as use of the car, how well it has been maintained, proximity of 
new models, ete. 

2. Customer's gross balance.—The solid line shows how much the customer 
owes on his car each month during his contract—assuming that his monthly 
payments have been kept up to date. 

3. Net balance This dotted line represents the amount which the customer 
owes in any given month less rebates on finance charges and insurance return 
premiums—the latter figured on a pro rata basis. 

Notice the shaded area between car value and customer’s gross balance. This 
is a potential danger zone for dealer and finance company because in the transac- 
tion illustrated the customer owes more than his car is worth for 4.9 months. In 
later graphs, notice how this danger zone grows where downpayments are 
lowered and terms lengthened. 

To avoid any distortion, the figures in this and later graphs have been based 
on a bona fide, noninflated cash selling price and on real customer equities 
Obviously, distortions of the selling price or trade-in allowance could reduce real 
customer equities and make it more difficult to keep cars sold. 

The lower portion of the graph shows how long it will take the customer to 
build up an equity of one-third, namely $800, in his present car as to be in a 
position to trade on a comparable basis for a new car of like cash selling price. 


ul 
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DEPRECIATED VALUE OF $2400 CAR VS. 
CUSTOMER’S GROSS BALANCE AND NET BALANCE 
Assuming 33 1/3% Downpayment And 30 Months Term 
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this example, it will take him over 23 months before he bcomes a good potential 
peat buyer—over 32 months in other examples. 
In the case of a car selling at real value, for example, at $3,300 instead of $2,400, 
e basic principles of this graph would not change. There would be the same— 
greater depreciation, the same or greater possible danger zone, and it would 
take over 23 months for the customer to build up his trading equity of $1,100, 
one-third. 
lo summarize the two points of importance from the first graph 
Even with a downpayment of one-third and 30-month terms there is a 
‘tential 5-month danger zone. If the customer’s downpayment is other than 
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bonafide or if he is delinquent in meeting his early payments, the safety factor 
diminishes accordingly. And 51 percent of GMAC new-car repossessions are made 
before the fifth installment is paid. 

2. The customer will not be in a position to trade for a new car on terms 
similar to his original deal until he has made 24 monthly payments, without 
putting up some cash to build up to the $800 required. 

The next graph will illustrate how the potential danger zone continues for 
more than 9 months where the initial customer equity is shaved to 25 percent 
with a term of 30 months. It also will demonstrate the long monthly payment 
road ahead of such a customer before he gains even a 25-percent trading equity 
on a new car, 


DEPRECIATED VALUE OF $2400 CAR VS. 
CUSTOMER’S GROSS BALANCE AND NET BALANCE 
Assuming 25% Downpayment And 30 Months Term 
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The next example will show a transaction with a 144 downpayment and 
6-month term. 

The potential danger zone during which the customer owes more than the 
ilue of the car lengthens to 10.2 months. New car customers who have paid 

ss than 10 monthly payments on their cars account for 82 percent of GMAC new 
car repossesions. 

Furthermore, it will take 32 monthly payments before the customer’s equity 

such a transaction will represent one-third of the cash selling price or 

$S00 on a new car, 


DEPRECIATED VALUE OF $2400 CAR VS. 
CUSTOMER’S GROSS BALANCE AND NET BALANCE 
Assuming 33 1/3% Downpayment And 36 Months Term 
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The final graph—based on 25 percent down and 36 months—will show hoy 
wide and how long the possible danger zone is for all concerned in a time sal; 
combining thin initial equity with stretched-out terms. 

lor more than 15 months, the customer’s willingness to keep his payments 
could be under pressure if he sees a like car advertised or displayed at a p1 
below his gross balance. Any financial reverses or softening in car prices would 
make it difficult to keep the car sold. Note the slow equity buildup. 


DEPRECIATED VALUE OF $2400 CAR VS. 
CUSTOMER'S GROSS BALANCE AND NET BALANCE 
Assuming 25% Downpayment And 36 Months Term 
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What does GMAC have in mind in presenting this picture of customer time sale 
equities? Certainly GMAC is not campaigning against flexibility in the down- 
payment and term structure. On the contrary, it always. has been the GMAC 

philosophy that flexible terms for the customer, administered with good 
lgment by the seller, are essential to proper development of the market. 

GMAC has a suspicion, however, that some people now buying General Motors 

cars ay not be paying as much down as they could comfortably afford and 
iy be obligating themselves to make monthly payments stretched out beyond 
r actual needs. 

fhe graphs presented demonstrate what happens to the security back of a 

ie sale and to the repeat market when the parties to a time transaction indulge 

hin downpayments and extended terms. 

here is a further point to keep in mind—the financing cost paid by the 

istomer, 

\lost people want to protect their pocketbook as well as their credit. GMAC 

nsiders it possible that many time buyers are using more credit than they 

ed simply because they view it as some form of concession in their favor. 

From a merchandising viewpoint, GMAC believes that it is against the interest 

f all concerned if a prospective buyer of a General Motors car is not given the 
opportunity to save money by paying as much down as possible and the balance 
as soon as possible. 

In the present economy, there are many potential new car buyers everywhere 

) will be glad to learn why thrifty terms are better for them than easy 
erms. And saving money still motivates people to buy. 

In this presentation GMAC has tried to point out why it is worth while for 
every time buyer to have an equity that will help him gain ownership as soon as 

sible. 
The evidence presented is intended to serve in some measure to encourage 
thrifty terms which— 
1. Protect time-sale security ; 
2. Speed up repeat buying; 
3. Save the customer money. 
GMAC wants to help merchandise cars that don’t come back to customers that 


Mr. Svrapetta. This presentation, which we would like to place in 
record, discusses what happens to the security back of a time sale 
nd to the repeat market when parties to a time transaction indulge 
thin downpayments and extended terms. There is evidence that 
the trend toward lower downpayments and longer terms has been 
irrested. We feel, therefore, as we meet today, that the amount of 
ito credit outstanding is not excessive and that downpayments and 
terms of GMAC are on a sound basis and that this condition should 
continue. 
You now come, Mr. Chairman, to a question I am raising. And I 
int to read this, because I think from time to time you have shown 
quite an interest in this question of cost of money for sales finance 
mpanies, compared to the cost of Government money. 
Chere has been a certain amount of testimony with respect to the 
nterest costs of GMAC as compared with those of other finance 
mpanies and to the cost of money to leading sales finance compa- 
es as compared with the cost of money to the United States Treasury. 
We would like to comment on this. 
First, the testimony: 
On November 29 Mr. R. Earl O’Keefe of the Southwestern Invest- 
ent Co., testified he thought GMAC had a very definite advantage 
because of its money cost. Because of its tremendous borrowing 
power, strength and influence, he said it can operate much cheaper 
an we can. He added that by money cost he meant the average 


. 


ite paid on borrowed money (pp. 5579 and 5580). 
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On the preceding day the chairman made this statement in his 
opening remarks. He said that, based on a staff study: 


The average of all automobile industry unsecured financing is only one 
quarter to three-eighths percent above the average of the Treasury. That 
means * * * at least one of these companies— 
he was referring to financing companies in the automobile industry— 
is able to obtain unsecured loans either through its own brokerage operations, 
through the operations of other brokers or in the market at less, far less, than 
the rate of interest which the Government will have to pay on the two new 
issues to be issued on December 1, 1955. * * * I raise the question * * * how 
it comes that the Treasury of the United States is obliged to raise the interest 
rates upon its l-year and 24-year borrowings, while a few large automobile 
companies [sic] can get their money on unsecured notes for lower amounts 
(pp. 5373 and 537s). 

Now, the facts: 

First, I shall deal with the cost of money te GMAC as compared 
to other sales finance companies. GMAC has a much higher propor- 
tion of medium- and long-term debt than other sales finance compa- 
nies. This is due to the fact that the short-term money market has 
very definite limits. The result is that annual interest costs of GMAC 
are higher than those of its principal large competitors and not much 


lower than those of some of the smaller ones, as shown by the following 
tal) le E 


Annual interest cost as percent of average debt outstanding (including 
subordinated notes) 





Pacific 


< { 3. 2° 3.49 

2.81 2. 54 || Southwestern Investment Co. 14.06 13.34 

CCC 2. 85 2.75 Interst ite Finance Corp 23. 64 22 48 
0 f 2. 8 Northern Illinois Corp 3. 30 








, and 6 months ending Feb. 28, 1955. 
1954, and 6 months ending May 31, 1955. 








Senator O’Manoney. May I say at that point, Mr. Stradella, that 
[ am advised on November 30, the United States Government debt 
was carrying an interest rate on the average of 2.4 to 2.5 percent. 

nye STRADELLA. Compared to this 4 

‘nator O’Manoney. Compared to this. 

Mr. SrrapeLLa. That is about the relationship which I was about 
to bring up, which we find in the long-term market. 

I first want to clear up the point, so far as our competitors are 
concerned. 

GMAC is not able to obtain interest rates in either the short-term 
or medium- and long-term markets which are not also obtained by 
such companies as CIT and Commercial Credit. 

With respect to the cost of borrowing incurred by GMAC or other 
large finance companies as compared with those of the United States 
Treasury, GMAC can say without reservation that at any given 
time and with a comparable type of borrowing, it cannot borrow as 
cheaply as the United States Treasury. At any given time there is 
always a differential in favor of the United States Government. 

For example, in the medium- and long-term market, where GMAC 
secures most of its money, the differential is usually in the area of one- 
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half percent per annum in favor of Government obligations. In 

November publicly held GMAC issues with terms longer than 10 
years were selling to yield 3.40 percent. Long-term Governments 

vielded 2.84 percent, a difference of 0.56 percent. (Slightly over one- 
ilf of 1 percent. ) 

In February 1955, the Treasury offered 40-year 3 percent bonds at 
par. A month later, with little change in the market, GMAC offered 
li vear 314 percent debentures at par with a real cost to GMAC, 

cluding expenses and underwriting, of 3.58 percent. 

[In the short-term field, where GMAC and other large sales finance 
companies secure a portion of their requirements, the rate structure is, 

wr all practical purposes, set by the weekly rate secured by the United 
States Treasury for its 90-day bills. The sales finance company notes 
for a similar maturity carry a rate generally one-eighth to three- 
eighths percent per annum above the Treasury 90-day bill rate. 

Chis 90-day rate, in turn, sets the pattern for the longer maturities 
up to 270 days. GMAC, for example, currently pays 3 percent for 
270-day money. ‘Therefore, 1-year money would cost GMAC some- 
what more than 3 percent. The Treasury is currently offering 25% 
percent for 1-year money. The Treasury is also currently offering 
272 percent for 2144 money. Only recently GMAC paid 3.40 percent for 
, somewhat shorter maturity. 

Senator O’Manonery. Before you go to that, I should like to 2 in 
the record a statement which was prepared for me by the staff show- 
nea comparison of the interest rates pal d by finance companies on 

rectly placed 3 to 6 months paper with United States Government 3 

mth bills. This comparison, I think, indicates that finance-company 
per is at a slightly higher rate than Treasury bills, all during this 
eriod, but, conversely, finance-company paper invariably is below 
e prime commercial paper and below the 3- to 5-year Treasury is- 

A comparison of these issues is contained in this table. 
Mr. Srrapetia. Prime commercial paper, may I point out, is sales 
‘e company paper. 
Senator O’Manonry. Is what ? 
Mr. SrrapELLA. Sales finance company paper—sales finance com 
iny paper is 
Senator O’Manonry. Is prime. 
Ir. SrrapeLua. Is the top prime. 
Senator O’Manonry. Is prime commercial. 
Mr. Srrapetia. The top prime. 
Senator O°’Manonry. Yes. I will agree with that. of course, but it 
| remains, I think, too, that with the interest rate steadily rising 

Government securities, both long-term and short-term, it is a very 

portant factor to take into consideration in studying the dangers of 
lation, that finance paper, unsecured finance paper, too, is very close 
the Government rate on its bills. 
Mr. Srrapetia. It may be unsecured, but it has an awful lot behind 


Senator O’Martonry. Oh, that T agree with completely, of course. 
Che point that it demonstrates is that you have so much behind it. 

Mr. Srrapen.a. The American public is behind it. 

Senator O'Manoney. Well, a wisecrack came to my mind, but I 

II not say it. [ Laughter. | 
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(The table entitled “Money Market Rates, Percent Per Annum,” js 
as follows:) 


Money market rates, percent per annum 


Finance ror 
company di- 3-month ae 
rectly placed bills, mercial | 
paper, 3 to 1uction rate | 4to6mo 

6 months 
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rHE GMAC SHARE OF AUTOMOBILE FINANCING MARKET 


At certain points in the testimony the question of the GMAC share 
of the automobiles financing market has been commented upon. 

There are two questions involved in this testimony: (@) What 
share GMAC has of the total business handled by the sales finance 
companies (who account currently for about 53 percent of total 
automotive credit extended), and (6) what share GMAC has of the 
total time-sale business done by General Motors dealers. 

First, the testimony : 

On November 28, Mr. Burns observed that GMAC’s share of the 
automobile-financing market had continued to increase. 

On the same day David B. Cassat: 

Since 1948, GMAC has gone from 18 percent of all the business handled 
by finance companies to 34 percent, and a lot of it since that consent decree was 
entered into in 1952 (p. 5482). 


Also on November 28, Mr. Walter Lundell, of CIT, said: 


GMAC finances, as I understand it, somewhere in the area of about 40 or 
50 percent (p. 5547). 

He was referring to the time market of the GM dealers. 

On November 29, Mr. Thomas W. Rogers, of American Finance 
Conference, said : 


According to my estimates, based upon such information as is available to 
me, General Motors Acceptance Corp. would do perhaps from 75 to 85 percent of 
all the retail installment sales financing done by General Motors dealers where 
it originates with General Motors (p. 5641). 


Now, the facts: 
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take, first. the question of the GMAC share of the business 
by the sales finance eroup which group accounts for 53 
of total auto credit extended, the balance of the business 
indled approximately as follows: 

rty-seven percent by banks and ten percent by credit unions, 

loan companies and dealers with their own funds. It is a fact 

ie GMAC share in 1948 was about 18 percent and is now about 
‘ent. This 18 percent was Just about the lowest percentage 
ached by GMAC over the period for which reliable figures 
ble. 
issat did not mention this fact or that in 1940 and 1941 the 
share of sales finance company business was 33.6 and 314 
. respectively. These percentages are arrived at from figures 
hed by the Fe eral Reserve Board. Unfortunately, they do 
ick beyond 1940. 
her FRB figures, however, make possible the calculation of 
GMAC percentage of total auto credit extended by all sources 
ie percentage with respect to sales finance companies only Ps 

940, when we know as a fact that GMAC extended 33.6 percent 

f credit extended by sales finance companies, the GMAC percentage 
f total auto credit extended was 18.7 percent. In the years 1929-39 
fore the sales finance company figures were available) GMAC 
ged 23.6 percent of total auto credit extended. It would seem to 

v, therefore, that in that period of GMAC percentage on the 

nance basis must have been at least as high as the 1940 figure 

»>percent. 

1048, there was og for GMAC to go except “up.” And 
aving gone up, GM. AC t 34 perce nt of the sales finance company 
on is only back to its 1940 position, without any allowance for 
fact. that the General Motors share of total auto sales is higher. 

It may be of interest to know why the 1948 figure picked by Mr. 
naa The facts are simple. During that period the 

ind for cars w: ich that GM dealers concentrated on new ear 
din many cases sdk their trade-ins at once to used car dealers. 

is GMAC, limiting its activities to GM dealers, had no chance to 
these used car retail sales although the other sales finance com 

, who do finance used-car dealers, did. Federal Reserve Board 

s for that time show clearly that GM AC about maintained 
tion on new ears but lost position heavily on used cars. 

turn now to the second q pues tion tied is 1 the » GMA she ire 

ket in which it operates and seeks business (the GM area, 

ily 50 percent of the total auto market). In this market, 

‘aces the competition of sales finance companies, banks, credit 

ind small loan companies. The figure given by Mr. Lundell 

» 50 percent is approximately correct. GMAC nen Si ntly 

about 25 percent of the total sales of GM. new ears by GM 

lers (both cash and time sales are in this total). If we take the 

y research—Federal Reserve Board estimates that about 60 per- 

t of all car sales are on credit, it is obvious that GMAC is getting 
htly over 40 percent of the available business in this area. So 
CG accepts Mr. Lundell’s estimate of 40 to 50 percent but not 
. Rogers’ estimate of 75 to 85 percent. 
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RATIO OF BORROWINGS (DEBT) TO CAPITAL FUNDS 


Prior testimony has posed the question as to the ratio of borrowi 
of GMAC to its capital funds. 

‘The testimony: 

yn November 28 Mr. Cassat said: 

The General Motors Acceptance Corp. is currently borrowing at 16 to 1 
15 or 16 times their actual underlying capital * * *. Purely because of 
power of their ownership (pp. 5475 and 5477). 

On the same day Messrs. Lundell and C. John Kuhn of CIT « 
served that their figures of overall debt to net worth, as of September 
30, was 7.27 whereas GMAC’s figures as of the same date was L: 

If, however 


and I quote— 


you take the ratio of senior debt to the total of all subordinated funds and capit 
such subordinated funds being the basis for the issuance of senior debt, our r: 
as of September 30 was 4.22 times and GMAC’s comparable figure was 5.27 (| 


ial pp 
5do2 and 5533). 


The facts are: 

The statistics given to the committee by Messrs. Lundell and Kuhn 
were approximately correct. 

Ilowever, GMAC does not believe that there is any reason to | 
concerned about a 13 to 1 ratio of capital funds to total debt or, as 
more usually stated, a 5 to 1 ratio if subordinated notes are included 
in the capital base. GMAC has currently $235 million of capita 
funds, $35 million of free reserves, and $110 million of dealers funds 
withheld against possible losses, or a total of $380 million protecting 
ILS receivables. 

Senator O’MaAnonery. At the top of that page you make reference 
to your capital funds, and your reserves, and the like. And I find 
here $110 million worth of dealers’ funds withheld against possible 


Will you explain th at ¢ 


Mr. Srrapev.a. Yes; it is customary when you purchase a retail 
transaction from the ales to withhold from the finance charges. 

Senator O’Manoney. This is only the retail ? 

Mr. Srrapet.a, This is the retail, exactly. And let us say that the 
net charged to the customer is 6 percent flat per annum. It 1s custom- 
ary to have in that charge what is known as a dealer reserve w] 
ut the moment approximates about 20 percent of the charge. That 
amount, as we purchase the transaction, we purchase it for the net, 
6 percent. That does not happen to be our rate. It is 5.25, and | 
just gone up to 5.75. I use 6 percent just as the example. That 20 
percent belongs to the dealer. 

We take 6 less 20 percent. The 20 percent is put into what we call 
dealers’ reserve account, and is held until generally speaking those 
reserves build up to 3 percent of his outst: nding contingent hability 
on his receivables which we purchased from him. 

Senator O’Manonry. Where do you get this reserve in the first 
instance ¢ 

Mr. Srrapetia. It comes out of the initial charge to the purchaser 
for the financing privilege. 


l 
] 
I 
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itor O'Manoney. It comes out of the downpayment that the 
haser makes ¢ 

\[v. StraADELLA. Well, you cannot trace which dollar it is. You can 

comes out of the first installment he pays or the downpayment 
vthing else. He pays for his credit accommodation. Usually it 
ed to the note; in other words, if there is an unpaid balance of 

vou figure the finance charge on the $1,200, add it to the $1,200, 

ike the note for the total amount. 

ink by saying thi at I may be confusing you a little bit. 

itor O’Manoney. No, no, no; that is clear. You make this 
ve on the initial payment, whether the downpayment or the first 

. but in any event, whatever it is it goes in on the note that 

sumer signs { 

Mr. SrrapELLA, That is the usual practice; yes. 

Senator O’Manoney. So that h: aving deducted the downpayment 
he balance due on the car, there is added to the balance due 
ar the sum that goes into the creation of this reserve fund ? 

\Ir. SrrapeLia, That is right. That, plus what we have to take in 

\LAC to take care of our expenses. 

Senator O’Manoney. And the purchaser pays interest on that as 

is on the balance due? 

\ir. SrRADELLA. No: we do not get double interest. If the balance 

000 in cash, the additional and the charge is 6 percent, the note 
; that is, for 1 year. That is the way it works. We do not 
again on the $60. 
itor O’Manoney. But the consumer pays that $60. 
STRADELLA. He pays the $60, all right; yes 
tor O’Manoney. And it goes to you for the reserve fund, 


. SrrRapELLA. And we take out of that $60, 20 percent or $12, and 
it to the dealer’s account. It belongs to him. And we retain 
. protection. 
itor O’Manoney. You retain $40 of the $60. 
STRADELLA. We retain $48 of the $60. 
itor O’Mantonry. And the consumer pays interest on that $48 
gas you hold it? 
. STRADELLA. No, 
itor O’Manoney. It is on his note. 
STRADELLA. The $48 is the interest—if you want to put it that 
itisnotacharge. It isthe interest. He does not pay interest 
erest, 
itor O’Manoney. The principal of the note is $1,060. 
r, STRADELLA. That is correct. 
or O’Manoney. And what is the interest on the note? 
STRADELLA. It is made up of the principal of $1,000—you 
[ can see what you mean. There is no interest on the note. 
n, the note is that which he has to pay back. He started with 
in cash, and he has to pay back $1,060. There is no interest 
pofthat. I think that is what you are thinking of. 
ator O’Manrionry. Well, of course, when you spoke to me of a 
n a amount of $1,060 I, naturally, assumed that this note also 
he 


STRADELLA. An interest provision. 
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itor OOMAHONEY oe ). A rate of interest, and the ra 

rest would be on oo ace value of the note or $1,060. 

r, STRADELLA. It 1s figured on the face, and then added to the 

n the note. There is no additional interest on top of that. 

ator O°Manionry. There is a 6 percent interest on it. 

SPRADELLA. There is 6 percent charge: ves, 
iator O-MAHonry. On the $60. 

STRADELLA. No. 

ator O’Manonery. As well as on the 81,000, 

STRADELLA. The 81,0004 No, A great many people here 

hrough this. I think. 

itor OManonry. Why do vou put it on the note then? 

any provision ¢ 

Mr. Srrapet.a. We could ask him to pay cash for it, but we doi 

Mr. Hoean. I suggested to Mr. Stradella that might tell you that 
the form he uses is a conditional sales contract instead of a note. And 
if you took it that way he would have $1,060. 

Senator O’Manoney. If you sav it is a conditional sales contract 
and he says it is a note, w hich one of you shail I believe ? 

Mr. SrrapetiaA. You ean believe Mr, Hogan. The technical word 
is “eonditional sales contract.” 

Mr. Hocan. If you take the form of the transaction, which is a 
conditional sales contract - 

Senator O’Manonery. Naturally. 

Mr. Hogan. The man would owe $1,000. The charge for the 
financing is $60. You add that, and then you divide it by the num- 
ber of months, so that you pay back $1, 060, not interest each month 
on top of that. 

Senator O’Manoney. I see. Proceed. 

Mr. Srrapeiia. Should it be necessary to borrow additional funds 
in the near future, GMAC would consider that it had a capital and 
reserve pos sition sufficiently strong to warrant further borrowings 
without increased capital funds. It bases this conclusion on the fact 
that there exists a long record of satisfactory earnings plus the pro- 
tection for its lenders of $380 million mentioned above. This amount 
of $380 million can be related to current annual credit losses of $31, 
million during 1954 and anticipated for 1955. Even 10 times these 
losses should not concern the lenders as far as security is concerned. 
In the final analysis, of course, 1t is the lenders who will indieate the 
prote ‘tion they desire. For this reason, it is not possible to suggest 
the maximum available ratio. GMAC can say, however, that. its 

urrent and past ratios have not been questi ioned in financial cure 

\t certain points in the testimony, it is inferred the GMAC 
le to do the things it does because it is owned by General “wet 

We would like to make it entirely clear that GMAC — 
on its own feet in all areas of operation. It is not subsidized 
supported in any way by General Motors Corp. other than by « capital 
funds and through sound advice from its three board members who 
are executives of General Motors Corp. It is not pressured in any 
way on its policies or practices by anyone who is a director or employee 
oft Gener: al Motors (¢ orp. 

In its association with General Motors Corp., GMAC may have 
advantages. In all probability, there are dealers who are influenced 
by the assurance of continuity of service, community of interest, fair 
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e ¢ et cetera, which go with the association. Lenders are in- 
eed yy the assurance of adequate capitalization, sound manage- 

id conservative financial policies and practices. On the other 
unless these advantages we re supported by the record of GMAC 
aggressive pursuance of sound practices, the association would 


little good in the eyes of the parties concerned. 


NTREE TO NEWLY APPOINTED DEALERS AND ACQUISITION COSTS 


ere has also been testimony to the effect that GMAC has certain 
tages, deriving from its association with GM, in acquiring new 

ness. The advantages were said to be inthe form of (a) an entree 
vly appointed dealers that is not available to others, and (}) 
acquisition costs than others. 


testimony : On November 28, Mr. Cassat, said: 


estimate in general that our acquisition cost is 30 percent of our operating 


Mir. Neville asked: 


What factors do you have in that cost that would not accrue to a company 
r such as GMAC does. 


Mr ‘CASSAT. Well, they have entree to all of the new dealers that are ap- 
ed in the territory, for instance. Long before we know of any appoint- 
ments, they have already signed them up (p. 5501). 

On November 29, Mr. R. Earl O'Keefe, president, Southwestern 

vestment Co. said: 

I think they [GMCA] have two very definite advantages. One is in acquisi 
sts. It costs them far less to acquire their business. Their organization 
egrated with General Motors’ organization, they do business only with 

neral Motors dealers. They don’t have to spend any money on going out 

developing new business. It is already set up for them with their own 
rs (p. 9079). 

The facts: GMAC has no entree not available to others. The con 

t decree specifies that General Motors Corp. cannot give GMAC 
e of new appointments without making the same information 
lable to others at their request. Actually, this information is 

not given to anyone by the car divisions so that there will be no 
questions raised as to possible violation of the decree. GM sh gets 
its information by its own efforts and contacts in the local are: 

Since GMAC has no exclusive entree to ne wly appointed dusk Ts, 
it maintains a sales force devoting full time to the acquisition of new 
business. GMAC endeavors to secure new busines in its own area 
against the competition of both sales finance companies and banks. 
While Mr. Cassat did not describe the nature of the items making 
ip his acquisition costs, he did indicate that it included “a share of 

» overhead” (p. 5501). Based on its own analyses, GMAC ac quisi- 
costs (sales effort, business promotion and the cost of purchasing 
| processing of new volume) tog _— with a fair share of over 

ad, run in the neighborhood of 30 percent of total operating ex 
enses, A proper comparison can “a be secured by the est: ene 
ment of a specific formula for use by all companies. If such a for- 
mula is established, GMAC will be very happy to submit to the com 
(tee its cost for confidential comparison. 
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BANK RELATIONS 


Finally, and we will not take time to quote the reference, it 
we inferred that GMAC gets special consideration from banks ly 
‘cause of General Motors Corp. deposits. GMAC supports its o1 
bank credit lines with its own deposits on the same basis set by 
banks for their best customers, and it reimburses such banks add 
erg for other services rendered. We believe it has no advant 
at all over other large sales finance companies. 

The question was asked a few days ago as to the number and loca 
tion of the banks with which GMAC does business. GMAC 
tains its own credit lines which are supported by its own ia ts 
with 578 banks located in all but one State and in 289 cities. In 
Canada it maintains accounts with all principal banks in 24 
and in overseas countries in 65 banks in 25 cities. 

Senator O’Manoney. Thank you, Mr. Stradella. 

Mr. Burns, do you have any questions? 

Mr. Burns. I have a whole list of questions, but since you have an- 
nounced th: at we are to finish today, and I think that has been agreed 
to by Mr. Curtice, and because we, the staff, will have to talk to some 
of the General Motors executives as part of our continuing study 
after the close of the hearings, I am going to waive all questions at 
this time, and take them up at some time that is mutually convenient 
to Mr. Hogan and Mr. Stradella. 

Senator O’Manonry. Very good. 

Thank you very much. 

Mr. Burns. May we take a 5-minute intermission ? ; 

Senator O’Manoney. It being 4:30, we will take a 5-minute recess, 

(Short recess. ) 

Senator O’Manonry. Mr. Hogan. 

Mr. Hocan. I would like to file with the committee a schedule in 
response to Senator Wiley’s request that we furnish him informati: 
for the years 1920 to 1955 on sales, employment, and shareholders of 
General Motors Corp. in relation to national income and gross na- 
tional product. 

Senator O’Manonry. It may be received. 

Mr. Hogan. I have given copies to Mr. Burns. 

Senator O’Manonery. Yes. 

(The document referred to follows:) 
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Votors Corp. sales, employment, and shareholders, 1920 


55, in relation 
to national income and gross national product 


(rross TXT . 

GM net GN era GM numbe 
national - } yy nner : AP ; f a as fac 
product one cerns 


6, 894 
66, S37 
65, 665 
OS, 065 
66, 097 
50, 917 
50, 369 
66, 209 
71, 185 
198, 600 
198, 600 


9° 


86, 066 
399, 500 
411, 945 
413, 796 


itional income and gross national product prior to 1929 were not revised and 
ble to later years. 
s include those in the United States and foreign countries for the corporation and wholly 
they exclude, however, Yellow Truck & Coach Manufacturing Co. prior to the 


ssets of that compar 


1Cq l- 
erty an 1 September 30, 1943, Vauxhall Motors, Ltd, prior to 1941, 
pel A. G,. prior to 1948. 


\ir. Hogan. I also would like to file with the committee a state- 


t of the Fisher Body division’s bid to the Army Ordnance De- 


irtment on 2,100 T-48 tanks, which has been prepared because of 


stions Senator Kefauver has asked, and this is an attempt to 
ivify the record. 
Senator O’Manoney. Very well. 

lhe document referred to follows :) 


Bopy Drvision’s Bip TO THE ARMY ORDNANCE DEPARTMENT ON 2,100 
T-48 TANKS 


ator Kefauver questioned Mr. Colbert, president of Chrysler Corp., during 
irrent hearings concerning the bids of Chrysler Corp. and Fisher Body 
n to the United States Army Ordnance Department in the fall of 1955 
T-48 tank contract. The questions asked implied a misunderstanding 
corporate structure of General Motors Corp. and an improper evaluation 
f the bids by the Army Ordnance Department. 
e following information is submitted to help clarify any misunderstanding 
respect to Fisher Body division’s bid. 

General Motors Corp. is not a holding company. It is an operating company. 
The divisions of General Motors Corp. are unincorporated operations estab- 
hed for decentralization and for accounting purposes. The divisions are 


f +} 


+} 
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not subsidiaries and have no existence apart from General Motors Corp. 1: 
actions between divisions of General Motors Corp. are not sales. They ; 
merely transfers of inventory from the plants and books of one division to 1 
plants and books of another division. 

In comparing bids received from both Chrysler Corp. and Fisher Body 
sion of General Motors Corp. for a quantity of T—48 tanks in the fall oi 
the Army Ordnance Department selected Fisher body division as the 
tractor because its bid was some $18 million lower than Chrysler Corp.’s bid 

Senator Kefauver suggested that General Motors Corp. was able to bid lowe 
than Chrysler Corp. because General Motors was purchasing supplies from the 
own divisions at a lower price than Chrysler Corp. purchased the same supplies 
from the same division of General Motors Corp. The Senator also suggested 
that somewhere between 12 and 20 percent of the components that went into 
the tank were required to be purchased from divisions of General Motors Corp 

The fact of the matter is that a tank manufacturer of the T-48 tank was 
required to purchase only two items from the divis:ons of General Motors © 
namely, the CD-S50 transmission manufactured by Allison division, located 
Indianapolis, Ind., and the auxiliary engine generator unit, manufactured 
the Detroit Diesel Engine division, located in Detroit, Mich. 


rHE FISHER PROPOSAL 


During World War II, Cadillac Motor Car division produced the M-—5 
M-—24 tank; Buick Motor division produced the M-—18 tank destroyer; Fis! 
Body division produced the M—4 tank, the M-—10 tank destroyer, and the T-26 
tank. 

In January of 1951, the Ordnance Department requested Fisher Body division 
to consider the production of the T-48 tank, which at that time was in the 
drawing-board stage. The T—47 tank was already in production by the Govern- 
ment, but the T—4S tank had a lower silhouette and many other features, fore 
most among which was the cast-iron hull. This program was predicated upor 
a maximum production capacity of 750 tanks per month, with an anticipated 
actual production rate of 800 tanks per month by the spring of 1952.. Genera 
Motors assigned the existing plant at Grand Blane, Mich., where Fisher pro- 
duced tanks during World War II, to the project. To meet the requirements 
of the program, the size of the plant was expanded from approximately 600,000 
square feet to about 1,200,000 square feet. In addition, substantial areas in 
five other Fisher Body plants were allocated to manufacturing components 

In March 1951 Fisher Body division entered the tank program upon receipt 
of a letter contract from the Ordnance Department. The production schedules 
required by the contracts subsequently received by Fisher Body division were 
never in excess of 150 tanks per month. 

In July 1953, at which time a substantial number of tanks remained to be 
produced under existing contracts, Fisher Body Division was informed that 
one contractor was to be retained in the T—48 production program. All tanks 
then on contract scheduled for delivery subsequent to March 1954 were to be 
terminated, and Fisher Body division was requested to quote on a_ specifi 
number of tanks, delivery of which would commence on April 1, 1954. 

Fisher Body Division quoted a fixed price subject to adjustment downward 
only, based on experienced material and labor costs. Fisher Body division’s 
quotation was apparently $18 million below that of its nearest competitor, and 
Fisher Body division received the award. 

It has been suggested that Chrysler Corp. was lower than Fisher Body divi- 
sion on labor and overhead and had a lower profit rate, whereas Fisher Body 
division was lower on material cost. To properly evaluate these differences it 
is necessary to consider the amount of work actually performed by Chrysler 
Corp. and Fisher Body Division on the T-48 tank. Fisher Body division manu 
factured a substantial portion of the T-48 tank in its own facilities. To the 
extent that they manufactured more of the tank itself, while Chrysler Corp. pu 
chased parts from different suppliers, Fisher Body division would have more 
labor and overhead and a lower material cost. 

As far as the profit rate is concerned, Fisher’s quotation included a profit 
rate of 9.5 percent, the same rate Fisher had been obtaining on its then current 
and previous tank contracts. If Chrysler’s profit rate was lower, it may wel 
have been predicated on the principle of relating the rate of profit to the amount 
of work actually performed by the contractor. This unquestionably seems t 
be the end result, because even with the higher overhead and labor and the 
higher profit rate the price quoted by Fisher Body division apparently was 
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llion below that of Chrysler. The difference certainly could not have 
iccounted for by the lower unit material cost of S571 on the Allison trans- 
m and $193 on the Detroit diesel auxiliary-engine generator for a total 
terial cost difference of $1,605,000 on 2,100 tanks. 
he following is an explanation as to how General Motors Corp. developed 
the CD-S50 transmission and the auxiliary-engine generator unit and how 
Ordnance Department at all times established the prices which General 
s charged to the Government, outside suppliers, and other divisions of 
eral Motors Corp. who might be manufacturing tanks or related vehicles 
+ either or both of these components : 


CD-850 TRANSMISSION MANUFACTURED BY ALLISON DIVISION 


rly in 1948, during the war, the Army Ordnance Department asked the Gen- 
Motors product study engineering staff to design an automatic transmis- 
n for tanks that would simplify the operating controls and enable the driver 
maneuver the tank in and out of firing position more rapidly. General Motors 
cht into this task many years of experience in the design, development, and 
juction of automatic transmissions for automobiles. In 1944 the first experi- 
ental development of the cross-drive transmission (model EX-100) was de- 
vered to the Ordnance Department. In May of 1945 Allison division of General 
rs Corp. Was given the assignment of refining and developing this unit into 
production model. With the end of hostilities and the conversion of facili- 
to commercial production, General Motors Corp. retained Allison division 
facility available to the Government for the design, development, and manu- 
re of certain military items for the Army, Navy, and Air Force. 
Development of the cross-drive transmission continued, and in December 1949 
CD-850 transmission, now used in the T-48 tank, was first produced. 
» CD-S50 transmission was used on the following Government vehicles: 
43 heavy tank 
{8 medium tank 
07 motor carriage 
108 howitzer motor carriage 
16 medium tank 
59 engineers’ armored vehicle 
LVTA amphibious tank 
M40 gun motcr carriage 
44 cargo carrier 
M—47 medium tank 
T-51 heavy recovery vehicle 
» CD-850 transmission was manufactured by General Motors Corp. for the 
ing users: 
Army Ordnance Department 
Chrysler Corp. 
American Locomotive 
Ford Motor Co. 
Ingersol Products 
Pacific Car & Foundry 
Food Machinery Corp. 
Baldwin-Lima-Hamilton 
Fisher Body Division, General Motors Corp 
ome cases the Army Ordnance Department purchases of the CD—S50 
ssion were for use in the manufacture of tanks at the ordnance tank 
. While in other instances the Ordnance Department purchases were 
das Government-furnished material to tank manufacturers 
h the advent of the Korean emergency and the increased requirements for 
ansmission, General Motors Corp. set up Buick Motor division, located in 
Mich., as a second manufacturing source. Buick Motor division manu- 
ed CD-S50 transmissions from the spring of 1951 until October 1953, at 
me production requirements for the transmission had fallen off to the 
here Allison division was able to supply more than enough transmissions 
t procurement requirements. 
e contracts between the Army Ordnance and Allison division provided for 
e redetermination by the Government. By this procedure the Government 
shed Allison’s forward prices for 90-day periods based on Allison’s actual 
perience in prior periods. 
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Moreover, when Allison division received subcontracts from tank m 
facturers, it was agreed in every instance that the price of the transmis: 
quoted to the prime contractor be subject to redetermination by the A 
Ordnance Department at Allison division, and the price negotiated with 
Army Ordnance Department would apply to the purchase orders from the pr 
contractor. In this manner the Government established the price which A] 
division of General Motors Corp. charged to all tank manufacturers. 

At the same time that the Government established transmission prices for s 
to the Government and Government prime contractors, it negotiated a figur 
which represented Allison’s cost of the transmission. This cost figure was give 
to Fisher Body division for use in accumulating costs of the T-48 tank. The 
difference between this figure and the price charged to the Government and 
Government prime contractors was the profit which the Government allowed 
the price as established for such outside sales. In other words, the fig 
negotiated by the Government to be used by Fisher Body division as the cost 
the transmissions represented Allison’s negotiated cost without profit. 

Following this method of establishing prices to outside manufacturers 
costs to the tank-manufacturing divisions of General Motors Corp., Allison d 
sion quoted a price of $7,200 to Chrysler Corp. for the CD-850 transmission in 
connection with the Chrysler Corp. bid in the fall of 1953. At the same time 
\llison division quoted a cost to Fisher Body Division of $6,629. The difference 
between the quotation to Chrysler Corp. as compared to the quotation to Fisher 
Body division represents $571 or 7.9 percent of the selling price to Chrysler 
Corp., which represented Allison’s profit. When Fisher Body division made its 
quotation to the Government, it reduced the estimated material cost of 
Allison transmission from $6,629 to $6,480.63 in anticipation of further cost 
savings. Fisher was quoting at a fixed price of $95,000 per vehicle subject t 
downward adjustment of material and labor costs. 


AUXILIARY ENGINE GENERATOR UNIT MANUFACTURED BY DETROIT DIESEL ENGIN} 
DIVISION 


The history of the design, development, production, and pricing of the auxiliary 
engine generator unit manufactured by Detroit Diesel Engine Division of General 
Motors Corp. parallels that of the Allison transmission. In 1950 the Ordnance 
Department requested the General Motors product study engineering staff to 
develop a single cylinder air-cooled auxiliary slave unit. General Motors prod 
uct study group received a contract from the Ordnance Department to develop, 
design, and furnish three such units. Subsequently the manufacturing desig 
Was assigned to the Detroit diesel engine division of General Motors ( 
which produced the auxiliary engine generator unit. Included in the unit 
certain proprietary items previously designed and controlled exciusively 
General Motors Corp. 

Billings on the auxiliary engine generator unit to the Government and tank 
manufacturers outside of General Motors Corp. were at prices established by the 
Government through redetermination. At the same time that the Government 
established prices for sales to the Government and Government prime contract 
it negotiated a figure which represented Detroit Diesel Engine Division’s cost of 
the auxiliary engine generator unit. ‘This cost figure was used by Fisher Body 
Division in the accumulated costs of the T-48 tank. The auxiliary engine gener 
ator unit was used in the following Government vehicles : 

M41 light tank 
M-—42 mid range 
r—48 medium tunk 
T-51 tank retriever 
T—43 heavy tank 
K-67 flame thrower 
[99 E1 155-millimeter howitzer 
l—97 E1 gun carriage 
[108 155-millimeter howitzer 
r-141 mid range 
T-18 F1 utility vehicles 
r—98 El 105—millimeter howitzer 
The auxiliary engine generator units were sold to the following customers: 
Army Ordnance Department 
Chrysler Corp. 
Massey-Harris-Ferguson 
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Pacific Car & Foundry 
American Car & Foundry 
Ford Motor Co. 
kood Machinery Corp. 
International Harvester 
Cadillac Motor Car Division of General Motors Corp. 
Fisher Body Division of General Motors Corp. 
result of the Government establishing the price for sales to outside 
ers, as well as the cost to be used by other divisions of General Motors 
Detroit Diesel Engine Division quoted Chrysler Corp. a price of $1,726.72 
4S tank bid in the fall of 1953 and quoted Fisher Body Division a cost 
1.532.98 for the same quotation. The difference in these 2 quotations of 
epresents 11.2 percent profit on the price quoted to Chrysler Corp. for 
Diesel Engine Division. Fisher Body Division in quoting a fixed price Of 
4) per tank included the auxiliary engine generator unit in its quotation to 
rnment at $1,498.67 in anticipation of further cost savings. 


OTHER TANK PARTS 


ng an earlier investigation by the Senate Committee on Armed Services 
iry of 1954, Senator Kefauver questioned Mr. John Slezak, then Acting 
of the Army, concerning the tank contract award to Fisher Body 
and the Senator listed the following items as additional components of 
{S tank which a tank manufacturer would be obliged to purchase from 
Motors Corp.: 


nsmission spare : Buick Motor Division 
I) = rauticasos iced Chevrolet Motor Division. 
I) ; or -___---. Cadillac Motor Car Division. 
finders__ uma ss . Ternstedt Division. 
Different lamp items__ -- Guide Lamp Division. 
coupling__ AC Spark Plug Division, 
es Delco-Remy Division. 
AC Spark Plug Divisior 
harness_ Packard Electric Division 
absorbers___. __ , zs ___.. Deleo Products Division. 
ept for the transmission spare parts, which were supplied only by Allison 


all of the above items were available from sources other than General 
ollowing statements show which of the above items were sold to Chrysler 

tal dollar sales, and the prices quoted to both Fisher Body division and 
er Corp. on the tank contract in question. 


BUICK MOTOR DIVISION 


k motor division began producing the CD-850 in the spring of 1951. 
were planning to discontinue production at the time the Government re- 
ted both Chrysler and Fisher Body division to quote on 2,100 T-48 tank units 
he summer of 1953. Buick motor division made their last deliveries of CD— 
nsmissions and parts in October 1953. 
‘ did not make any quotation to either Fisher Body division or Chrysler 
for the 2,100 T—-48 tank contract. 


CADILLAC MOTOR CAR DIVISION 


llaec motor car division was a subcontractor to Allison division and did 
| any transmission parts directly to outside customers or to manufactur- 

livisions of General Motors Corp. All their transmission parts were sold by 
division. 


TRANSMISSION SPARE PARTS FROM CHEVROLET MOTOR DIVISION 


evrolet motor division did not manufacture parts for the CD-S50 transmis- 
They did manufacture parts as a subcontractor to Allison division for the 
CD-500 transmission used on the Cadillac tank and other related military 


les, 
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rERNSTEDT DIVISION 


Ternstedt division manufactured range finders as a direct prime contractor 
to the Government. Ternstedt did not sell range finders to either Chrysler Corp, 
or Fisher Body division, but sold them directly to the Government. If Fisher 
s0dy division or Chrysler Corp. used any range finders manufactured by Tern- 
stedt division, they received them as Government-furnished material from the 
Ordnance Department, 


GUIDE LAMP DIVISION 


Guide Lamp division manufactured the following items and made them ayail- 
able to all tank builders, including Chrysler Corp. and Fisher Body division, at 
identical prices. This schedule shows the prices quoted by Guide Lamp division 
to both Fisher Body division and Chrysler Corp. in connection with the 2,100 
TAS tank bid in the fall of 1953: 


Ordnance +e} 
No Fisher 


7724100 $2. 54 
7724100 
28479 
528370 
7419686 
T4A19G6S8S8 
7057396 


| amortization of tooling costs. 


lifferent specification on finish 


otal dollar sales to Chrysler Corp. on the above six items for both tanks and 
Spare parts during the period 1950 through September 30 of 1955 were as 
follows: 


100 tmcm won 


oi. PERRO IES I, ___-_. $1, 678 
1952 7 . 18, 969 
1953 sae 86, 712 
1954 ; Fee nae a eas ela 11, 053 


1955 (through Sept. 30) ; , see a al 67, 359 


DELCO-REMY DIVISION 


During the years 1950, 1951, 1952, 1953 and 1954, Chrysler Corp. did not pur- 
chase the battery for the T-48 tank from Delco-Remy division and apparently 
used another source. 

For the bid presented by Fisher Body division on the T—48 tank in the fall 
of 1958, Delco-Remy division made a quotation on the battery, Ordnance No. 
572554, for $22.13. Chrysler Corp. did not request a quotation from Delco-Remy 
division for this particular bid, and apparently proposed to secure the battery 
from a different source, 


AC SPARK PLUG DIVISION 


AC Spark Plug division manufactured the following items and made them 
available to all tank builders, including Chrysler Corp. and Fisher Body division, 
at identical prices. This schedule shows the prices quoted by AC Spark Plug 
division to both Fisher Body division and Chrysler Corp. in connection with the 
2100 T-4S tank bid in the fall of 19538: 
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al dollar sales to Chrysler Corp. on the above four items for both tanks 
spare parts during the period 1950 through August 31, 1955, were as follows 


Noue 

None 

S$1S1, 328 

B60, O79 

: 12, 741 

(through Aug. 31, 1955) ----- ; ; 1 476 


PACKARD ELECTRIC DIVISION 


kard Electric division manufactured some 63 different wiring items and 
them available to all tank builders, including Chrysler Corp. and Fishet 
division, at identical prices. Packard Electric division made no sales 
vsler Corp. in 1950, 1951, 1952, 1953, or 1954 In 1955 Packard Electric 
on’s total sales to Chrysler Corp. on all tank items through September 30 
mted to $151,247. 
Packard Electric division representative contacted Chrysler Corp. with 
ce to a bid for the wiring assemblies for the 2,100 T-48 tank bid in the 
, 1953, but he was not asked to bid and was advised that General Electric 
he electrical package business from Chrysler Corp. Consequently, Packard 
ic division made no quotation to Chrysler for the 2,100 units. 


DELCO PRODUCTS DIVISION 


Delco Products division manufactured a shock absorber, ordnance part No 
8382077, for the T-48 tank and made it available to all tank builders, including 
Chrysler Corp. and Fisher Body division, at identical prices. The following 
schedule shows the prices quoted by Delco Products division to both Fishen 
Body division and Chrysler Corp. in connection with the 2,100 T—48 tank bid 
in the fall of 1953: 


Part name 


8382077 


38207 


otal dollar sales to Chrysler Corp. on this shock absorber for both tanks and 
are parts during the period 1950 through September 30 of 1955 were 


follows: 


as 


1950 7 None 1953 ee dna 195, 555 
1951 None | 1954... ... cians 4a, at 


152 _-. $35, 828 | 1955 (through Sept. 30) ___- None 


Senator O’Manoney. The chairman has a statement from Ray 
mond R. Dickey, of Danzansky & Dickey, general counsel, National 
Independent Automobile Dealers Association, which I shall put in 


the record. 

Mr. Dickey wanted to appear and testify. but we could not find the 
time spot in which to put him, and he was good enough to accept the 
chairman’s suggestion and prepare a statement. 

(The statement referred to follows :) 


MENT OF RAYMOND R. DICKEY, oF DANZANSKY & DICKEY, GENERAL COUNSEL, 
NATIONAL INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION 
Mr. Chairman and members of the committee, my name is Raymond R. Dickey, 
and I am a member of the Washington law firm of Danzansky & Dickey. We 
are general counsel for the National Independent Automobile Dealers Associa- 
tion on whose behalf we are appearing here today. 
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It has been reported in the press that as a result of the evidence received 
this committee, the chairman has indicated that perhaps legislation granting 
some exemption from the antitrust laws might be warranted to allow automohile 
manufacturers to put clauses in their franchise agreements providing that their 
franchised dealers will not resell new automobiles except to the public 
other authorized dealers. 

The National Independent Automobile Dealers Association opposes any s 
legislation in whatever form it may take. The members of our association are 
the so-called nonfranchised dealers—although some of them do hold franchises 
from a manufacturer yet sell other makes of new automobiles which they are 
not franchised by the manufacturer to sell. The new automobiles which they 
are not franchised to sell are bought by our members, in the main, from fran- 
chised dealers. Many of the franchised dealers from whom they buy are large 
volume dealers who find it expedient to sell to our members at very low mark- 
ups. In turn, most of our members who sell new automobiles are also volume 
dealers and operate at low markups. We feel that we are serving a very real 
public need and desire and, indeed, may be creating a new trend in automobile 
merchandising. 

We do not feel that the franchised automobile dealer has a vested interest 
aurranting the legislative protection of the Congress of the United States in 
selling automobiles. This committee has heard a lot in the past several days 
from dealers who apparently feel they have a legitimate complaint concerning 
their relationship with their factories. They have also talked a great deal 
hout the bootlegger—that is, the new car dealer who sells his cars to the n 
franchised dealer. This has been called cutthroat competition, unethical prac- 

tice, and a great many other names. 

Apparently what many franchised dealers want is a protective umbrella which 

would assure them of a market and assure them that the public would have to 
come to them and shop on their terms. If the members of this committee read 
the automotive trade press, you will have read of many complaints by dealers 
about shoppers. The fellow who tries to get the best price he can in the pur- 
chase of a new automobile is apparently looked upon with considerable disdain 
by many of the franchised dealers. 
We feel that it is not merely the tremendous production of automobiles which 
forcing franchised dealers out of business. We feel it is the fact that this 
tremendous production has caused the potential automobile purchaser to shop 
around and he frequently ends up buying his new car from a nonfranchised 
dealer—and this, of course, means lost sales to the franchised dealer. 

As this committee undoubtedly knows, there is currently before the Senate 
Interstate and Foreign Commerce Committee a bill which would allow auto- 
mobile manufacturers to write clauses in their franchise agreements allowing 
them to cancel the franchise of any dealer who sold a current-model automobile 
made by the manufacturer to anybody engaged in the new or used car business 
other than a person operating under a franchise from such manufacturer. It 
is this sort of bill to which this committee might be expected to give some 
serious consideration, if the remarks of the chairman of Wednesday, December 
7, were accurately reported in the press. 

We feel that this is a completely inconsistent position for an Antimonopoly Sub- 
committee to take. What the committee would be doing, if it recommended such 
special interest legislation would be perpetuating a monopoly and tightening 
the hold of the large automobile manufacturer even more strongly over the 
retailer and, even more important, over the consuming public. 

The American public has a right to buy its automobiles, new or used, from 
whatever dealer the public believes offers them the best deal. The fact that 
the automobile market has changed from a seller’s market, which it was up until 
approximately 1952, to a buyer’s market, which has existed from the end of 
1952 until now, hardly warrants the Federal Government's putting a protective 
umbrella over 1 industry or over 1 or 2 segments of an industry at the expense 
of other segments and at the expense of the American public. 

The consumer has started to do some shopping. Why not allow him to shop as 
he pleases and not attempt to restrict the availability of merchandise into the 
hands of a favored few? 

Last year before the Senate Committee on Interstate and Foreign Commerce, 
Mr. Charles C. Freed, the then president of NADA and a franchised automobile 
dealer in Salt Lake City, Utah, gave a strong statement supporting the so-called 
antibootlegging measure. The nub of his testimony was continued early in his 
statement when he said: 


is 
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- Bootlegging must be curbed if the present system of new car distribution 
be preserved.” [Emphasis supplied.] 
s is the real reason why such an exemption is sought. It is sought as a 
; of preserving the present system of new car distribution—treezing market 
Harlow Curtice, president of General Motors, said to you yesterday that 
ped there would be no Federal bureaucracy controlling the production and 
bution of automobiles. We join him in this hope. But we think the first 
ward it would be to give any special privileges and special exemptions 
the antitrust laws to any segment of the automotive industry. If the 
hised dealers are so fearful of the competition of the independent non- 
ised dealer, and feel that the franchise system is the only proper method 
car distribution—which is apparently what they do feel—then they 
he here asking you to go the whole way and get the Federal Government to 
ntee their investment by regulating them completely and regulating their 
on investment. 
s been traditional in our American system of economic laws, with only 
eptions, that where exemptions have been granted from the antitrust 
hich are basic to our methods of production and distribution—the indus- 
groups so excepted have been subjected to Federal regulatory boards 
es so that the public interest might be protected in the absence of the 
ve factors which would otherwise protect the public. As I said before, 
ant such control any more than Mr. Curtice does, but legislation 
g such exemptions from the antitrust laws might well necessitate further 
ion of such a regulatory nature. 
nfess that I am not smart enough to anticipate what the economics of 
le distribution may be in the future. The independently owned fran- 
tler has been an evolutionary step in the distribution economics of the 
industry. We feel that the time may be at hand when independent 
hised dealers handling many different makes of automobiles may grow 
esult of the present gigantic automobile production. Such a movement 
1.derway in a half dozen major cities of the United States. Automobile 
ment stores and supermarkets are springing up—and the consumer is the 
1 benefits. If this be what happens, we see no threat to the total employ- 
tigures of those engaged either in the manufacturing or in the retail sale 
servicing of automobiles. Indeed, we see the contrary. 
iid like to sum up this testimony, Mr. Chairman, by telling you what our 
Mr. Stacy Rowell, of Miami, Fla., said to me over the telephone this 
g when I was discussing this statement with him. He said: 
tell the committee to let the automobile manufacturers produce all the 
hey can—and we'll sell them and the public will buy them and nobody will 
rt excent the fellow who doesn’t know his business.” 
uld like to leave you with that thought. 
ator O’Manoney. Mr. Burns? 
Burns. Mr. Curtice, the questions I want to put to you at this 
‘are of a broad nature, and they relate to one of the major ques- 
which are included in the reappraisal which this committee is 
ng of our national antitrust policy, in order to determine what 
ould be with respect to big business. 
when these hearings began I made a statement, from which 
jre* 
esponsible body of opinion points to the very high standard of living which 
w enjoy and attributes it in large part to the technological and mass 
ution achievements of large corporations. Conversely, another responsible 
' opinion believe that the growth of large companies threatens the eco- 
‘ foundation of a free society. These persons see a progressive concentra- 
‘economic power in the hands of fewer and fewer corporate giants, and a 
nding decline in competition. 


} 


it isthe end of the quotation. 
announcing that the subcommittee would hold hearings to study 
growth history of General Motors, Senator O'Mahoney stated, 
ind [ quote: 


re interested in determining (1) whether or not the present size and scope 
(reneral Motors’ operations are the result primarily of superior efficiency and 
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competitive skill; (2) whether or not the great power associated with its size ani 
scope, however achieved, carries with it the opportunity for abuse, or whethe: 
not without abuse, the very magnitude of the corporation makes competit 
almost impossible. 

We are also anxious to determine whether the predominant position of Genera 
Motors is the result of technological production, distribution, or other fact 
required by the economic character of the industry or is the result of the 
pany’s free choice of business policies which are not economically inevitable 

That is the end of the quotation. 

| make that statement so that when I ask these questions you m 
consider them in the sense in which they are being asked, which is to 
have a case study of a particular corporation in order to determine 
what the economic factors may be, and if they can be determined with 
any degree of accuracy, they will serve as a guide for studying othe: 
large corporations and, per lh: ips, result In some conclusions as to whiat 
the policy should be. 

Now, | would like to ask you why is it necessary for General Motors 
to be as large as it is from the st udpoint of economic efficienc y! 

A ‘urTicE. It is necessary for the corporation to be as large as 

Is ewe we have grown through technological development. 

4 think that the presentations we have mi ade before your committee 
and counsel indicate that our growth has come from within. It lias 
been due to the great contributions that we have made in various 
fields, such as, starting with, take the Frigidaire, for instance. We 
pioneered, we made great development in the field of mechanical 
refrigeration, where there was really no industry established, and 
where few people in the field were making any progress. 

The development, as has been pointed out, I think I did in my ini- 
tial statement on last Friday, a week ago today—it does not seem like 
a week or maybe it seems like more than a week, I am not sure 
| laughter |—at least a week ago today I pointed out that the develop 
ment by our research department of Freon made possible the growth 
of a great industry, of which we are just one of many participants 
ind ay; and it has contributed very largely to the standard of liv ing 
which all of us in this country are enjoying today. 

Now, the other part of your question, does it have to be large to be 
eflicient, 1 do not think that the size has anything to do with it. | 
think there again—I pointed out in my initial statement—that our 
growth was dependent, largely dependent, on 4 factors, No. 1 of which 
is the dynamic growth of our country, since our business is primarily 
in the automobile field, the faster , even faster growth of the auto- 
mobile industry; General Motors’ organizational structure, and its 
attitude of mind, the inquiring mind, as I described it to you. 

I think those are the reasons that we are an efficient organization, 
and we must have been efficient when we were much smaller because 
we grew in the automobile industry, as I also displayed, from 12 per- 
cent in 1921 to our present position in the industry. 

So that we, through efficiency, through tee hnological development, 
through advanced engineering, were able to make products which the 
public regarded highly, and “favored us with their choice. I think 
those are the reasons. 

Mr. Burns. Those reasons, in the main, are historical reasons as to 
how General Motors grew to its size, which include policy considera- 
tions which you believe have contributed to its continuing snecess 
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_ of course, all of those are sound business conclusions, and proven 
the record to have created a very successful organization. 
Mr. Curtrice. Thank you very much. 
Mr. Burns. Now, I went into these quotations from our opening 
itements in order to try to make it clear that our study is not as 
whether a particular corporation has been successful. If a 
ve corporations were not successful, we would not have to study 1 
success may simply mean that the corporation has been oseliad 
fits. It is also not a question of whether size is good or bad; that 
not the issue. 
Che question is whether there is, In facet, or there are, in fact. bene 
ts as a result of the efficient use of resources from large size, which 
se benefits to the economy and to the consumers. 
Now, has General Motors ever made any studies of any of its opera 
«sto determine their efficiency ¢ 
Mr. Curtice. I think I should have added in connection with the 
-t question, I only dealt with the Frigidaire development of the 
eon. If IT may, I would like also to include reference to the great 
evelopment that Mr. Osborn just gave us a partial report on dealing 
th the development of the two-cycle diesel engine which made pos- 
sible this motive power for the locomotives for the railroads and 
ide such an important contribution to the suecess—as I stated, I 
elieve in the opening statement, the railroad people regard this as 
partially and importantly responsible for their healthy finan 
state of today. 
Phat has been true throughout—in other words, our growth has 
been the result of developments from within. As you know, there 
is given to you the other day a list of the companies and interests 
ompanies which we disposed of over the past many years. Only 
e company has been acquired during that time. That is the Euclid 
Co., which Mr. Osborn also dealt oe representing a very minor 
tivity in relationship to the whole, but nevertheless very important 
rom our standpoint, because we had been, at the General Motors 
k Co., working for 2 years prior on that particular problem of 
ether or not we would extend our heavy truck line into the off-the 
ehway field. And the solution to that came about when Mr. Arming- 
saw fit to offer his company tous. But it is the only one in 20 years. 
So that demonstrates clearly that the de velopment and growth of 
General Motors has come from within. 
Now, would you state for me again your exact question, this second 
estion ¢ 
Mr. Burns. Well, I don’t recall the exact words. Let me take what 
r answer is and predicate a question on that. 
Mr. Curtice. All right. 
Mr. Burns. In connection with the locomotives, General Motors 
quired the Winton Co. and the Electro-Motive Co., and with those 
mipanies it acquired highly skilled and imaginative personnel who 
ere working on the problems which had not been solved but were 
ily solved after they became part of the General Motors organi- 


tion. 


Now, you cannot say, can you, that General Motors development of 
liesel locomotive was entirely within when you found it at least 
rable to take into your organization the skill which I think 
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conceded to have been present in the personnel organizations typifi 
by Mr. Hamilton and by the Winton Co. ? 

Mr. Currice. I think Mr. Hamilton and the Winton Co. knex 
what they needed, but they didn’t know how to get—the record \ 
show very clearly that Mr. Kettering and our research staff under 
his direction had to believe that a lightweight, two-cycle diesel engin 
could be developed, and they had been working on such a development 
2 years prior to the acquisition of the Winton Co. and the Electr 
Motive Co. And I think Mr. Hamilton testified that his prospectiv. 
business was on the decline because the product he had to offer, thoug 

had had some advantage in earlier years, the advantage had ceased 
to exist. And he was very much concerned about where the business 
Was voing. 

So that I think it is a fair statement that the two-cycle lightweight 
diesel engine was entirely a development of General Motors rese are} 
Mr. Burns. Well, I don’t think we should attempt to appraise tl! 

testimony that has been produced. But considering it for the purpo 
of predicating a question on it, Mr. Hamilton’s testimony would, T 
believe, support a conclusion that if he had been able to obtain suc! 
finane ial resources—and, of course, he was not—so to that extent 
— vell be said that he could never have developed either alone 
with anybody the engine, bg they didn’t have the oe y whic! 
(i, neral Motors supplied. t looking at it from the standpoint of 
whether or not this could i ave icliee only because Gener: al Motors 
participated in the development, would not the experience whic! 

Mr. Hamilton had, according to his testimony, indicate that the loco- 
motive might well have been developed to the same extent if he ha 
had the financial resources available from some other company than 
General Motors? 

Mr. Curricr. I think you have to have more than money to change 
the whole course of diesel development. You see, the diesel engine 
was older than any other type of powerplant. But it was a very 
heavy product that was being produced by the Winton Co. and not at 
all useful in this area. 

So that it took the vision and the talent and the courage to stick 
to it until they succeeded in the solution, which was this two-cycle 
diesel engine; there isn’t any doubt but what it was developed by the 
General Motors research department. I don’t think anyone else was 
working on it at the time, not to my knowledge. That isn’t to say that 
somebody might not have been, but they didn’t do it. 

And I think Mr. Osborn’s testimony indicated pretty clearly there 
was no interest on the part of the other locomotive builders to under- 
take this type of development. Though they were financially sound, 
had plenty of money with which to do it, and they just didn’t perieve 
that it was possible. They took a very dim view for a considerabl 
period of time of what we were doing, as was indicated by the speec in 
and the advertising which they ran to try to convince the public that 
steam was going to continue to be the type of locomotive power that 
would be in use for many years to come, because it had been used for 
the past. hundred years. 

Mr. Burns. Now, you do have the diesel locomotive, and you have 
the factories in which it is manufactured. Now, from the economic 
standpoint, in what way would the efficient use of resources be im- 


] 
; 
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red if the locomotive divisions were separated from General Motors 

d oper ated independently ¢ 

Mr. Curtice. Oh, they would be denied the great value of the con- 
ting efforts of our research department, which is a very large 
vity, constantly working on materials, the diesel engine, and the 

omotive as a ¢ omple te unit, its materials, its engineering technologi- 

| development ; its improvement is continuous, Sacks, at the locomo- 
plant and also at the research. 

Our advanced engineering, they would lose the benefit of all of the 

tral-oflice guidance, assistance rendered by all of the staffs which 
et up in our central organization structure. 

Mr. Burns. Well, isn’t the manufacture of these diesel locomotives 

irge enough operation, so that it could support its own research 
tall if it were operated independently ? 

\ir. Curtice. Not of the kind we have available to them through 
central research staff, with all the facilities that are required. 

| think it was stated here by someone that we are just completing 
new technical center, which houses our research, our advanced 
ineering, our process development, our styling, and the Fisher 
xd division as a whole, and the Chevrolet engineering department, 

e large = And, of course, it cost about $140 million. 

So that provides—and each unit is very fully equipped with the 

test. fac silltie s to aid the research people, the advanced engineering 
ople, and all of those who are participating. 

\s a matter of fact, our styling section designed from an appear- 
standpoint every locomotive that has been built at the locomotive 

int. And also, our Train of Tomorrow, and also other things that 

ve done in the interest of the railroad industry. 

\Ir. Burns. Now, keeping in mind that we are distinguishing what 
ild be done effic iently and what you actually do, would you say that 
tyling contribution which is made by your central styling dep: irt- 

nt is an important use of resources which could not be done as well 
epe — ntly as you do your research ? 

Mr. ‘urticr. I think you have to put them all together. Styling is 

ery amet ant, even on alocomotive. But research and advanced en- 
neering is of even greater importance, because it deals with the 
chanical perfection of it. 

Mr. Burns. Well, does not the time come after a product has been 
leveloped where the extent of further research and development be- 
omes 5 and less important ? 

Mr. Curtice. I wouldn’t think so, because we are constantly im- 
roving, every product we have is improved in 1956 as compared to 
1955. And we must continue to improve every product which we are 
produci ing if we hope to continue to gain the favor of the most impor- 

t fellow, who is the customer. 
“Mr, Burns. Now, are there any other ways in which you feel that 


ie efficient use of resources would slow up if the diesel locomotive divi- 
on would operate separately ? 

Mr. Curricr, 
quate, 


Mr. Burns. They may be. I just wanted to see if we had exhausted 


Be 
1 
»} 
I 


I think the reasons I have given you are pretty ade- 


Mr. Curticr. I think they are pretty adequate. 
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Mr. _ RNs. You mentioned Frigidaire as one of the historical line. 
over the years, which is quite different from your automobile line, a 
als o quite diffe ‘rent from your locomotive line. 

Mr. Curtice. Yes. 

Mr. Burns. Now, with respect to Frigidaire—and let’s include j; 
that not just the Frigidaire but other household equipment manufa: 
tured in that line—in what way would the efficient use of resour 
he impaired if your househol [- equipment divisions were seperated 
from Ge roe ral Motors and operated independently 4 

Mr. Curtice. Well, the Frigidaire division is enjoying the same 
kind of assistance from all of those central-office activities as the 
Klectro-Motive—styling, research—my goodness, there might not have 
been universal use of refr igeration in the form that we know it today 
had it not been for the research development of Freon. And that was 
immediately made available to all other members in the industry, 
they came into the industr y, Which was substantially later. 

Kelvinator was the only other one m: aking some headw ay at the ti 
that Mr. Durant acquired the refrigerator company. 

Mr. Burns. Do you feel that the invention or the discovery of 
Freon was an element of such great importance that the household 
refrigerator would not have been developed unless that product was 
invented / 

Mr. Curtice. Oh, yes. I think I just said that the universal use of 
refrigeration as we know it today very likely would not have been 
possible without the development of Freon. And as of today there is 
no substitute for Freon. 

Mr. Burns. Is Freon sold to other manufacturers of refrigerators / 

Mr. Currice. Oh, yes. It was made available immedi: itely to the 
other manufacturers, as I said earlier, when they came into the manu 
facture of the refrigerators 

Mr. Burns. Freon is on the market—it is available to all others, and 
the other companies that use Freon are able to operate efficiently and 
completely, of course, separately from General Motors so that we 
would have to say, would we not, that as of today Freon is not a facto 
which makes the manufacture of household equipment within the 
General Motors family—is not a factor which results in any efficient 
use of resources / 

Mr. Curricr. Well, Freon came from our research. We do not 
know—maybe—lI do not have the name for it—maybe another similar 
and advanced product will come from the research tomorrow or next 
vear which will take the place of Freon. They are constantly working 
in that direction. The style of all household appliances is reaching 
the point of being about as important in the selection by the lady of 
the home of her new refrigerator, her new washing machine, her new 
dryer, her new dishwasher, as it is for automobiles. In other words, 
people are really sty le conscious. And there again our sty ling section 
does all the styling of those products. 

Our advanced engineering is working on advanced engineering 
projects for the Figidaire division const: tantly, and making a great 
contribution to them. 

Mr. Burns. With respect to styling, do you feel that you could not 
take a group of the stylists from your styling division, place them in 
the household appliance section and they could perform efficiently 
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ere without aly loss of the benefit of the views of whoever happens 
e in charge of styling ¢ é 

Mr ‘UrTIcE. It just happens to be that there are not so very many 

ple whom we know in our industry, in General Motors and in all 

e rest of the industry, who are outstanding stylists. i mean, it is 

lifferent kind of an activity. 

While always we are recruiting young men from the colleges and 

versities in the hopes that they are going to develop—and some of 
em develop much better than others—I think our record stylewise 
our automobiles, or whatever the product that we are building 
of our comsumer products—is very outstanding, and | think quite 
iperior to compe tition. 

So it is quite a task to find anything approaching it, let alone the 
juivalent of it. I do not think it is existing any where today. 

Mr. Burns. In this household-equipment field have there been any 
ther major developments which General Motors has contributed in 

it area which you would feel make it efficient for that division to 

within the General Motors organization / 

Mr. Currice. Well, there are a great many in the processes, in the 
indling. They, of course, could have some under the personnel 
ctivity. They come under our sales, our distribution. It develops 
he policies re Jating to the distribution of household appliances, just 

it. does to automobiles. So that they are tied just as close sly to our 
ntral office staff activities as any division, any car division. 

Mr. Burns. Well now, with respect to earth-moving equipment, in 

at way would the efficient use of resources be impaired if the earth- 
oving equipment division were separated from General Motors and 
perated independently ? 

Mr. Curtice. Mr. Burns, we just acquired it. We have had it but 
short time. As I said, we had been working in that direction. We 
id under design a crawler tractor. It was moved over to Euclid after 
he acquisition, and the development completed there. 

The crawler tractor is a new earth- moving unit which is being added 
o the Fuclid line, and it is such an outstanding development that 
here they are in use a ay, the contractors who are using them are 
ery free to tell us that it is cutting in half the cost of e: arth moving. 
What a great contribution that is to this tremendous highway 

program of $100 billion over the next 10 years. And I hope, Senator 
O’Mahoney—and I am sure you are for it—I hope that it will be 
ne of the first pieces of legislation that the Congress will undertake 
when it is assembled. 

Senator O’Manonry. We need more and better roads. 

Mr. Currice. Yes, sir. 

Senator O’Manoney. It might be interesting, since you brought 
it subject up, for me to tell you that as I recall them, the latest 

figures from the National Park Service indicate that 47 million 
people visited the national parks of the United States during the 
vear 1955 and a lot of them traveled by automobile. 

Mr. Currice. Yes, indeed. 

lhe estimate is made that the deficiency of our highways is costing 

» billion annually. That is the treme ndous toll on our total economy. 
And I do not h: appen to be interested in how you decide to finance 

I am definitely for adequate highways. 
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Senator O’Manonry. You want the roads, however they 
financed ? ° 

Mr. Currice. Yes, sir; because I think, Senator 

Senator O’Manonry. Whether the budget is balanced or not? 

Mr. Currice. It represents the same kind of an investment as th: 
million-dollar machine we were talking about in the hall, representing 
technological advancement in the production of very intricate parts 
for complicated mechanism like an automatic transmission. That is 
an important investment for industry, for our corporation, but the 
roads are just as important an investment for the people of this 
country, and I hope that the way will be found—as a matter of fact 
I have not found any dissension anywhere as to the need for it, t! 
desirability. It seems that the only problem is how they are to be 
financed. 

Senator O’Manonery. That is the basic question, I think. 

Mr. Curtice. I say I am not making any suggestion as to how, but 
let’s do it. 

Mr. Burns. Well now, with reference to those tractors you referred 
0, were not those developed by Euclid before their acquisition ? 

Mr. Currice. No; they were not. They were not working on them 
at all. We were working on them in our design, and the people who 
were working on them were transferred to the Euclid division after 
the acquisition. And the product is now in the test era, and we 
expect the output will be fairly substantial in the year 1956. It is 
an entirely new concept. 

As I say, the contractors are very enthusiastic about it, but we want 
all of the bugs to be out of it before so-called mass production. 

Mr. Burns. Now, if the research of General Motors were sufficient 
to develop this earth-moving tractor, what advantage was there in 
taking in the Euclid Co. ? 

Mr. Curtice. The Euclid, as I said earlier, we were considering— 
we would not hhaive gone into the tractor alone—we were considering 
extending our heavy truck line at the GMC truck division, to the 
heavy off-the-highway trucks which is the product that they were 
producing prior to the ac quisition, and continued to produce. 

Mr. Burns. I do not question for one moment that that might have 
been a very good business deal for both companies to do that. I am 
simply inquiring from the standpoint of economics, what necessity 
there was for General Motors to acquire Euclid if it had sufficient 
resources, technical skill, finances, et cetera, to produce the same kind 
of equipment. 

Mr. Curtice. It was not necessary. It was a better solution, since 
the seller was eager to sell. He recognized the trend in that industry. 
There are quite a good many. They were rounding out their lines. 
And he felt that he had to add to it, to round out his line in order to 
have good representation in the field to sell to the ultimate customer. 

I assume that is the main reason that Mr. Armington and the stock- 
holders of the Euclid Co. were willing to dispose of their interests. 

Mr. Burns. Has any study ever been made with respect to the effli- 
ciency of operation of the household equipment divisions? 

Mr. Currice. Oh, yes—yes, we are studying that all of the time. 
We have to be competitive. 

I might say that the chief competitors are General Electric and 
Westinghouse who have quite widespread activities beyond the house- 





STUDY OF THE ANTITRUST LAWS 4041 


id appliance field. In the household appliance business we are en- 

ng currently somewhere in the area of 25 percent, which is an 
lication that it is a highly competitive industry, and that your 
oduct must be very attractive and appealing to the housewife. 

Mr. Burns. These questions I have asked you, as to whether the 

ent use of resources would be impaired, referred to the resources 
the divisions which would be concerned, if they were operated 
rately. 

Now, 1 want to ask you the other side of that question, if any of 

ese operations were separated from General Motors, would General 
Motors Corp. be less efficient ? 

Mr. Curtricr. I have pointed out—it has been pointed out here be- 

and I want to reiterate, that we do not stay in any activity, as the 

nd shows by our dispositions, after we feel that we cannot make 

reasonable contribution in that field, and so it is with any of these 
vities. 

We do not stay in them just for the profit. This past year or 2 

irs ago we disposed of the Hertz Drive-Urself, we disposed of some 

er activities, all of which were profitable, but they were in a field 
hich we did not feel that we had the competence or could make 
contribution justifying the retention. 

In these product areas where we are now engaged, we are making a 

eat contribution; we have great competence in those fields. 

Mr. Burns. Well, if these other divisions which we have been dis- 
cussing for purposes of illustration were separated from General 
Motors, would that make the operation of the automotive divisions 

s efficient ? 

Mr. Curtrice. No. 

Senator O’Manoney. May I ask a question, without interrupting 
vou ¢ 

Mr. Bt RNS. Yes. 

Mr. Currice. Yes. 

nator O’Manonry. What is the rule, if you have formulated one 

vet, by which you judge whether or not you should continue in a 

ticular enterprise ? 

Mr. Currice. Well, there is not any 

Senator O’Manonry. You sold out Hertz. 

Mi. Curricr. Each one, Senator, stands on its own feet, just as the 
Hertz Drive-Urself. 

We felt that was an area in which we were not necessarily qualified, 

d not have the competence to direct the activities, and they were bet- 
er, would be better, in the hands of somebody else. 

Senator O’Manoney. Now, some very good thinkers, for example, 

ive suggested to this committee—they have not been witnesses, but 

embers of the committee, Members of the Senate; we get sugges- 
tions from men of great ability, students, lawyers, economists, and 
thers—and among the suggestions which have come to me has been 
it GMAC, for example, ‘should be separated completely from Gen- 
val Motors because it is an utterly different business from the manu- 
acture of automobiles, trucks, and so forth, and that the financing 
should be left to corporations organized to do financing. 
_ Mr. Curtice. Well, who would do the financ ing that GMAC is do- 
ig if they were taken away from General Motors? 
Senator O’Manoney. Well, it would be very 
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Mr. Currice. | mean, there would have to be the equivalent som 
\\ here, because 

Senator O’Manonry. May I, without attempting to start an argu 
ment at all, I do not want to do th: it ~ 

Mr. Currice. I do not want to argue with you, Senator, I just want 
to 

Senator O’Manoney. Well, I do not want to argue with you, sir, 

Laughter. | 

When the Department of Justice years ago brought suit against the 
Standard Oil Co. of New Jersey under the Sherman antitrust law, 
‘harging that it was a violation of the antitrust laws, the Supreme 
Court found against the Standard Oil Co., and required it to divorce 
itself into a number of constituent elements. 

At that time it was felt that this would mean an end to the develop- 
ment of the petroleum business since the big Standard Oil was being 
compelled to divide itself up into a number of small enterprises. 

The result was that many of the segments which were cut off from 
the big company rapidly grew to a much greater size than the original 
company was at the time that the decision of the Supreme Court was 
rende ~ against it. 

Mr. Curricr. Yes. We take a great deal of credit for their growth 
Ly ating the population of this country on wheels, and with gasoline 
engines which consume the 

Senator O’Manonry. You do not take credit for the population, do 
vou’ | Laughter. | 

Mr. Currice. Just three. [ Laughter. ] 

I have three daughters. I take half of the credit for them. 

If you would like—we had some litigation some time past on 
GMAC. If that would be helpful, I think Mr. Hogan can give you 
a little better understanding of where we wound up with the Depart- 
ment of Justiceon GMAC, 

Senator O’Manoney. I do not think we want to go into that. 

Mr. Currice. All right. 

Senator O°’Manonry. We do not want to go into that argument of 
it because we are not concerned about what the Antitrust Division 
or the Department of Justice may have said in the past. We are 
thinking of the future. 

Proceed, Mr. Burns. 

Mr. Burns. Now, with respect to the automotive divisions, why is 
it economically or technically necessary for your five car divisions 
to be ope rated under one man: agement ? 

Mr. Currice. Oh, the benefits are very great, Mr. Burns. 

Mr. Burns. Now, the economic and technologie al benefits— 

Mr. Curtricr. Both: technological benefits because they get all the 
benefits from the general staff, the research, the advanced engineer- 
ing: all of these automatic transmissions came out of the advanced 
engineering activity, and they have made a real contribution to the 
modern automobile. 

The styling is of great importance, very great. It cannot be over- 
emphasized and, of course, the distribution, the personnel, and all 
of the activity that we have in the central office is contributing im- 
portantly to each one of those divisions. 
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ically, from a product standpoint, we have three basic body 
, and for simplification internally we call them the A, the B, and 


ie A body is used by Chevrolet and Pontiae with certain modi 
itions. but the basie pieces are the same. 

The B is used by the Special and the Century Buick and all of 

Oldsmobile line, but with modifications to produce individuality 
reach one of them. 

the © line is used by the Buick division for the Super and the 

admaster, and the entire Cadillae line, and there again, with ex 
tensive modifications, and so a tooling, which is an enormous amount 

money to do that—the cost of dies for these very complicated, 

plex designs which are stylists are coming up with, but which 

so appealing to the public, cost tremendously, and so that tooling 

weed across, and if these divisions were separate, they would 
ive to have the entire tool bill, you see. 

Mr. Burns. Do you have any information as to how many parts 
rom the parts divisions are used in more than one car line? 

Mr. Curticr. No; I do not happen to have that. I do not know 

ether we could develop that readily or not. If you would like 

do that, we would undertake to do so. 

Mr. Burns. Not for statistical purposes, but you may be able to 

wer ong mage in this way : Are there—— 

Mr. Curtice. I will tell you wh: at I think. I think it is very limited, 

ause we have individu: ality carried to the nth degree even to the 
aftsman’s choice, where standardization might be possible but is 
not very probable. 

\ir. Burns. So that would not be a factor that—— 

Mr. Curtice. {t is not in that area at all. But the body, all the 
heet metal, and the divisions provide the chassis, including all the 
sheet metal, that is, the hood, the fenders, those are all different. 
There is no interchangeability between them in order to achieve again 

e 1 dividuality. 

Mr. Burns. Now, there are five car divisions. How many different 
uv lines are there? I am thinking of the Buick, the Super and Cen- 

ry, and so on. 

Mr. Currice. They have 4 lines at Buick, 3 lines at Oldsmobile. 3 

es at Pontiac, and, I believe, basically Cadillac has 5 lines, including 

e KE] Dorado, sport, open car, as an addition to the line. 

Mr. Burns. Then, how many Chevrolet lines are there ? 

Mr. Currice. Chevrolet has three lines. 

Mr. Burns. So about 18 different lines? 

Mr. Currice. Yes; I guess so. 

Mr. Burns. Something like that? 

Mr. Curtice. Yes; I guess it is that. 

Mr. Burns. Do you, in a sense, call those separate automobiles ? 

Mr. Curricr. Different lines of cars, but they use similar and inter- 
hangeable sheet metal and interchangeable bodies. 

Mr. Burns. Now, you say that having these five divisions permits 
certain economic benefits to be achieved. 

Mr. Currice. That is right. 

Mr. Burns. Now, is it because there are divisions in 5 lines, or is it 
because there are these 18 separate lines, or is it because of the great 
volume, total number of cars ¢ 


( 
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Mr. Currice. It would be the same if they had, each division had 
| line instead of the 18, there would be 5, it would still be the same and. 
of course, the volume over which they spread the tools for amortiza 
tion is a very important factor. 

Mr. Burns. Speaking purely theoretically, would it be more eco- 
nomical if all automobiles were manufactured under one manageme 
so there could be complete exchange of facilities and research ? 

Mr. Currice. Well, again I do not think that the size, as such, pro- 
duces that end result that you are looking for. 

Mr. Burns. If you added another division or 2 divisions and made 
2 lines of cars instead of 15, would you obtain more benefits econom 
‘ally or would they stay about the same / 

Mr. Currice. Well, if they used the same bodies there would be 
some tool amortization that would provide some economy, if thei: 
body was anywhere near comparable. 

Mr. Burns. Do you not 

Mr. Curricr. We do not have an intention of adding any, tf that 
is What is in your mind, 

Mr. Burns. I mean, just a test—do you not come to a point where 
the volume is reached which makes further economic advantages. [| 
will not say impossible, but makes it unlikely that any further eco: 
nomic advantages could be obtained ? 

Mr. Currice. I think you are talking about economies and efficiency. 

Mr. Burns. Yes. 

Mr. Currice. And I do not think that size there becomes so impor- 
tant, 

[ think it is the type of organization. We think that our organiza- 
tional structure, which I tried to describe briefly but concisely last 
Friday, is the important thing from the standpoint of efficiency. 

Mr. Burns. What would you consider to be the minimum economic 
size of an automobile assembly plant? 

Mr. Curtice. I do not know what that would be. Probably 30 jobs 
in hour, something like that, 1 shift. 

Senator O’Manuonry. What do you mean by 30 jobs? 

Mr. Currice. 30 jobs an hour, 30 cars an hour turned off the assem- 
bly line. 

Senator O’Manoney. 30 cars an hour. 

Mr. Currice. We operate all the way from 30 to 60 an hour; in fact, 
we have some that are higher than 60, but you set the plant up cor- 
respondingly, so that there again I say that size, as such, does not make 
the difference when it comes to the efficiency. 

Senator O’Manonery. Well, frankly, I have been very much im- 
pressed by the testimony which has been given and by what I have 
previously read about the type of organization which General Motors 
has deve loped. It is the only corporation, I think, which has devel- 
oped precisely that kind of a corporate structure with concentration 
and decentralization and the general services performed by one group 
for the benefit of all of the others. 

Mr. Currice. Well, there are others—I am not sure that any other 
structure is like ours, but there is an approaching similarity to others. 

Senator O’Manonry. What impresses me most about your company 
and other companies is the financial power that is inseparable from 
the organization. Now, this is best described, I think, by the testi- 
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ony—well, in the first place, this information handbook which you 

ive out—dealing solely with facts—— 

Mr. Curtice. Yes; it is a total disclosure of our financial picture. 

Senator O’Manonry. On page 20 of this information handbook, 
nder the title “Shareholder,” you say: 

The owners of General Motors Common and preferred shares numbered 490,474 

the first quarter of 1955, just prior to the sale of 4,380,683 new common shares 

February and March. 

Now, 490,474 stockholders are more individuals than the entire popu- 
tion of State of Wyoming. So this is a big economic state, your 
(ieneral Motors. 

Mr. Curtice. Yes; there are 540,000 plus today, the shareholders. 

Senator O’Manonry. Showing a great increase. 

Mr. Currice. And we have 621,000 employees. In other words, 

er the years we have created many and very good jobs in the 
( rporation. 

Senator O’Manonry. More than 600,000 employees? 

\ir. Curticr. 621,000. 

Senator O’Manonry. That means that your employees are greater 

number than the population of most of the cities in the United 
States. And when you add your workers to your stockholders, then 
you have a total of almost 1,200,000 persons, employees and stock- 

iiders. 

Now, getting back to this finance business—— 

Mr. Currice. While you are talking about people, I would like to 
dd the 21,000 suppliers and their employees, and over 18,000 dealers, 
nfranchised dealers, and their employees. So that there are a great 

any who are prospering with General Motors. 

Senator O’Manoney. Well, they are under the umbrella, too, 

Mr. Currice. We have no guaranty of being under any umbrella, 
or do they. We have to continue to work and work hard. 

Senator O’Manoney. Of course, I don’t mean an umbrella of 

urity. 

Mr. Currice. There isn’t any such thing. 

Senator O’Manoney. But under an umbrella of commercial and 

onomic influence. 

Mr. Currice. I think I gave you a pretty good example of that the 
ther day. I was discussing it from the viewpoint of advertising, 
nd I discussed what happened to one of our divisions when they 
rought out a model line of cars in 1929 that the public didn’t approve 
very enthusiastically of. 

Senator O’Manoney. I remember that. 

Mr. Curtice. So there is no security guaranty. 

Senator O’Manonry. Oh, sometimes you produce a dud too, I 
ippose. 

Mr. Currice. We don’t aim to. 

Senator O’Manoney. Let’s look at the last paragraph, now, under 

this discussion on shareholders in your booklet : 


There are GM shareholders in every State and many foreign countries. 


Well, you have plants in 64 cities in the United States and in 18 foreign 
countries, 


Mr, Currice. That is right. 
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Senator OManoney. Then you say in the next sentence, or part ¢ 
ntence that [ was reading 


ore than 60 percent 


lng GOO percent of the stockholders 


HO shares or less 

Mr. Curtricre. That is right. 

Senator O’Manonry. There is a wide distribution to little peopl 
who put their investments in your common and your preferred stock / 

Mr. Curticr. That is right. 

senator OM \HONEY. And they are scattered all over the United 
States ¢ 

Mr. Currice. That is right. And I believe thev have great cont 
dence that they have their money properly and well invested. 

Senator O’Manoney. I think they do. In fact, one of your me 
advised me to buy some when I told them I didn’t own any. 

oe Curricr. Well, you should have some. 

ator O'Manonry. You see, I got a telegram that said I was a 
utter ay unfair chairman, that I ought to dispose of my General Motors 
stock and do the things fair ly. 

Mr. Curricr. One thing I am going to leave here with, we want to 
make sure we sell you a 1956 Cadillac, and also that you own some 
(Jeneral Motors stock. 

Senator O'Manoney. You will find me pretty tough in some ways 

Let’s get to this next sentence: 

Ih. I. du Pont de Nemours & Company, holder of about 23 percent of General 
Motors common shares, is owned by more than 150,000 shareholders who thus 
are indirect owners of General Motors. 

Then when we had one of your witnesses on the stand the other 
day. we were checking upon the stock holdings of the board of dire: 
tors, if you recall. 

Mr. Curricr. Yes. 

Senator O™ \vHONEY. And we found out by your answers that the 
50 largest stockholders in General Motors owned 38.9 percent of this 
outstanding stoc k. 

Mr. Curtice. At least as of the date of record in their hands. 

Senator O’Manoney. Yes. 

Mr. Curticr. Many of them were brokerage firms. 

Senator O’Manoney. Yes. 

Mr. Curticr. The management people in General Motors today, be- 
cause of the tax situation, are unable to accumulate much stock. 

Senator O’Manonry. Of course, a lot of those taxes are spent for 
tanks and 

Mr. Currice. That is right. Iam not complaining— 

Senator O'Manoney (continuing). And other commodities. 

Mr. Currice. [am not complaining. I am just making an observa- 
tion. 

Senator O’Manonrey. All right. I won’t pursue it. The 50 largest 
stockholders add up to 38.9 percent. 

Mr. Currtice. Right. 

Senator O’Manonry. But the 15 largest, they add up to 32 percent. 
Now, it is a very common statement among those who are interested 
in corporate management and corporate control, and lawyers who 
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tice corporate law, that 33 percent ownership in any corporation 
meals control, 
Courtice. It perhaps — mean control, that would be my 
ment, that it would repres i basis for ack lite nal shareholders 
nthe same way. But "i uae necessarily result in control. 
ator O'Manonry. Well, I won't question that at all. But 
d result in control. 
Mir. Curticr. Yes. 
tol (OManoney. There has been some debate at times 
her or not Du Pont’s ownership was such as to give it control over 
eral Motors, I don’t raise that question. All 1 am pointing out is 
in response to the question you asked me just afew moments ago 
I t: Iked about GMAC, if GMAC’s stock were distributed to the 
ders ot General Motors’ stock, you would be able to divorce that 
ce company from General Motors and put it into the hands of the 
le who own General Motors. The Government wouldn't be taking 
ything from you, but the people who hold the stock in General 
Motors would be able to run the GMAC, and it could be run as an 
dependent ovig2" ise from General Motors 
Phat is what built up those oil companies I was talking about. 
indard Oil was divided up into its separate entities by the distribu- 
on of stock. 
Mr. Currice. I thought we were agreed that we built them up by 
roviding them with a market. 
Senator O’Manonry. Of course, you did provide the market for 
em. But this testimony produced by your group here before this 
mimittee has raised this question of power, of economic power. And 
it has concerned me is whether or not an economic agency, an eco- 
e state, as LT have said, composed of stockholders and employees, 
operates not only in every State of the United States but in 
and some l7 other countries, has stockholders in those other 
's, should not put the magnifying glass upon its own opera- 
d see whether or not the time hasn’t come for General Motors 


“Well, we are not going to go into any more businesses that 
local free enterprise. 


aus to 


eo] 
A 


\ f 


ke this insurance business that you are engaged in, like the 
business. Its relationship to building motor cars is only inci 
You went into GMAC because vou felt vou could vet better 
cing, perhaps, than otherwise. , 
. Curtrice. A great many years ago, | think 1 
the time co sidered to be. 


or O’Manonery. But when vou have an insuran 


sary 


ce enterprise 
“i to your central management, vou have an enterprise that 


ompetes with local insurance men all over the United States 


have been selling that to you. You have your deposits 
, What, in 850 banks 

» Dt Something like that. 

nator O’Manonry. Three hundred a 
United States. And I venture to sav t 
e 


nd fifty banks throughout 
hat it Mr. Stradella is sti]] 


Mr. Srrapetia. He is here. 
Senator O'Manoney. Perhaps you can tell me, Mr. Stradell: 
e taken the limit, the 10 percent limit of deposits. 
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Mr. Srrapenita. We have taken the 10 percent—we have taken t] 
limit with all banks with which we have deposits. 

Senator O’Manonry. With which you do business? 

Mr. SrrapeLia. Yes, 

Senator O’Manonry. Now, there are other deposits made by Ger 
eral Motors outside of GMAC which are made in all these banks. S 
you have here a great industrial enterprise that sends its—what is thi 
word 4—capillaries, L want to use that word—your economic capillarie 
extend to every community in the United States. 

Mr. Currice. Yes. And I think we are highly regarded in all of 
these communities by our activities there. 

Senator O’Manoney. Of course, you are highly regarded except 
when you step on some dealer’s toes. 

Mr. Burns. I had asked you about studies of efficiency with respect 
te any of your operations. 

ITave you any studies that have been made which we could examine 
with respect to the efficiency of your operations 

Mr. Curticr. No. We keep track in the divisions constantly—they 
keep their own records as to their own efficiency, by departments and 
by activities, but we don’t bring those together in any one central] 
place, 

Mr. Burns. Are they available for any division—an actual study 

f ficiency ¢ 

Mr. Curtice. No, not for the division. But their facilities—we visit 
the—visitation is back and forth and throughout the industry; in 
other words, we are entertaining all representatives of the rest of the 
industry in our plants, any time they desire to see a new process or 
new machine tool that has just been put into operation. We bikowise 
are granted the same favor by them. 

Mr. Burns. I asked you about what your view was of the minimum 
economic ad = your assembiy plant. You stated you had no views 

Mr. Cur . What I said, I think, was that 30 would be the lowest. 

Mr. Bur RNS. 30 what ? 

Mr. Curtice. 30 units per hour. 

Mr. Burns. Per wee 

Mr. Curricr. Yes; we have operated = a few at 30 per hour. 

Mr. Burns. What do you think would be the optimum economii 
size of an assembly plant ? 

Mr. Currice. Well, I think in each instance relatively we do the 

ne because you set the plant up accordingly, whether it is 30 or 
LO or re or 60. And we have some that are beyond 60. 

But that just depends. The size of the assembly plant is determined 
by the requirements, by the territory to be served by that plant. 

Mr. Burns. Well, do you get to the point in size where you are 
simply duplicating the facilities and it does not make any difference 
whether under one roof or under a separate roof ? 

Mr. Curricr. No. We haven’t attained that because we are able to 
lay out the plant to accommodate the conditions which I just described 
to vol 


Mr. Burns. Since Chevrolet is the largest volume line you have, is 
that division not large enough to operate efficiently, from the economic 
nepeet if it were independent of General Motors? 

Mr. Curricr. They operate their plants efficiently but they likewise 
benefit very importantly from the services rendered by the same group 
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‘ral staff operations which I have enumerated at various times, 
arch, the advanced engineering, the styling, the process engi- 


fr. Borns. But isn’t that 
Curtice. The personnel department, the distribution staff. 
fr. Burns. Well, you use those facilities because they are available 
studying whether they are nec essary, isn’t Chevrolet large 
ito support a staff that would b Ye EQUIV: alent to what it gets from 
ntral staff of the corporation ? 
[r. CURTICE. Well, they won’t have that in their setup. 
r. Burns. Couldn't they have it? Isn’t it economically feasible 
evrolet to have its own staff ? 
( URTICE. Well. you woul | have to build it up over a period of 
It would take a long period of time to do that. 
Bt RNS. That would be il question ot personne] and obtaining 


Currice. Yes, there would be a staggering undertaking. As 
ribed to you just a short time ago, there are not very many 
ive set the style trend in automobiles because we have such an 
adinge styli ne section headed |} Vv Mr. Earl and he has, from 
eption, from the beginning of the establishment of a styling 


crNs. But you won’t 
lr. Curtice. There isn’t another Harley Earl in the industry. 
r. Burns. Well, if Harley Earl ape does that mean from then 
hevrolet could have a separate styling department which would 
ficient for its needs? 
‘crtice. That time will come but in the meantime the men to 
will have to be trained over a long period of time. It would 
tremendous undertaking to set up the equivalent facilities, per- 
|, required to function in that respect. 
Mr. Burns. Do you think that the Chevrolet division would suffer 
ot having that styling department, if it were independent of GM? 
Mr. Currice. I think so. I think it would suffer if it did not have 
nefit of our research, of our advanced engineering. Their auto- 
transmission is the development of our advanced engineering 


( 
( 
ay 


Mr. Burns. Do they get any particular advantage in obtaining 
ransmission because they are a part of GM? Couldn’t they buy 
e outside independents have done? 
Mir. Currtce. ae were no automatic transmissions until they 
developed i in General Motors. The first was the Hydramatie 
1 the Ol Sakae division pioneered, but it was the de ‘velopment 
ir advanced engineering group. 
The second was the Dynaflow pioneered in 1948 by the Buick 
on, another developme nt from our advanced engineering group. 
(he third, the Power Glide, introduced by C hevrolet in 1950, was 
na development of the advanced engineering group. And those 
\issions are not static. They are constantly being changed, con- 
ie being improved for better performance, for better economy, 
| this group is doing—it is a very large group and concentrating 
of the time on the future of how we are going to transmit the 
er from the powerplant to the rear axle automatically. 
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\s a matter of fact, I think it has been—testimony will show tl 
we supplied the automatic transmission to every member of the ind 
trv except Chrysler. 

Mr. bt RNs. Did these other companies suffer economically beea 
they had to buy this transmission inde ‘pendently / 

Mr. Currice. They didn’t suffer economically but they suffered 
1e aus eve, in the attraction of their product as the public recoo 
nized the advantage of the automatic sana 

Phat is the only reason—that is the reason that the Ford Co. a 
proached us to purchase the Hydramatic for their Lincoln cars, the 
same reason that the Kaiser people did likewise, the Nash, the 
Hludson, and so they felt the need because the public demand was for 
uitomatic transmissions. 

Mr. Burns. How big and how integrated does a company have to 
be to compete effectively in the automobile industry today ? 

Mr. Currice. IT again say that the size has nothing to do with 

Mr. Burns. How about the integration? Tow integrated does 
t lave t » be? 

Mr. Currice. I don’t think that has—it is more important than 
size—but it has nothing—the size has nothing to do ig the ability 
of a company to compete successfully in this industry. It depen 
on an attractive product, ke “pt modern. good manage seosaid all the way 
through, the cae management structure. 

Mr. Burns. Well, isn’t there a minimum number of units which 
would have to be produced in order to produe e the car economically 
and also have the distribution organization which a function ? 

Mr. Curtice. I appreciate your compliment but I don’t believe 1] 
could answer that because I haven't made such a determination. I 
wouldn't want to hazard a auess. 

Mr. Burns. I think we have had testimony in the record from some 
of the companies that it requires about 800 units a day for efficient 
operation. 

Mr. Curtice. IT had the advantage of reading the testimony of the 
smaller companies in the industry and I was impressed with their 
confidence that as they projected the ir volume that they could be very 
successful in the industry and I am perfectly willing and very happy 
to accept their conelusions. 

Mr. Burns. Do you have any view as to how much capital it would 
take to start an ant aa bile company today ¢ i 

Mir. Curtice. Well, there again it would depend on the size. And 
I would have to aan some very important calculations or get some 
of my financial experts here to do it for me in order to arrive at what 
t would take. 

There again it would depend upon where you are going to make 
your body, and where you are going to make your powerplant and 

it be an automatic one, and so many 


your transmiss ion, ang woul | 
ngibles that would have to be taken into consideration that no 


t 


one could make an offhand guess as to what would be required. 
Mr. Burns. Is it safe to assume that when you build a new assem- 


bly p land you consid ler from the technological st: mdpoint what the 


optimum size of that plant should be? 
Mr. Curricr. No. We consider what the market requirement 
would be for that plant to serve. 
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ir. Burns. We referred earlier to standard volume. Is standard 
e the same for all of the Chevrolet assembly plants / 
r. Curtrice. No. No. Chevrolet has a standard volume for the 
ion, and for the manufacturer of the components, and it has 
mmbly plants est: wb lished strategically throughout the country but 
ing in rate per hour in relation to the saudi anais of the territory 
served by them. 


BURNS. Do you measure costs separately for each assembly 


_Currice. | am sure that the Chevrolet management does. 
Be rNs. Do you know whether the costs of the assembly vary 
¢ plants of standard volume ‘ 
r. Curtice. They always vary some due to certain conditions but 
nk the management of Chevrolet are always recognizing and 
» something about the ones that appear to be higher than the 
efficient. 
e the plants were built at different time periods, I am assuming 
' Yes, they were, 
. The costs will not change proportionately at all plants, 
1 the rate of activity ¢ 
Yes, and also it costs a great deal more today to build 
embly plant than it did when the initial plants were built, the 
ver square foot of building. 
Burns. Are those factors taken into consideration in your 
vy or are standard burden rates used for all assembly plants? 
Curtrice. No. Each plant comes up with its burden rate re- 
o the overhead complement of that particular plant, and finally 
embled into one at the division central office. 

Mr. Burns. Are there any costs which vary with the rate of utiliza- 
of plants other than overhead? For ‘example, does the labor 
or burden increase or decrease other than in proportion to 
tput ¢ 
‘ir. Curticr. Yes: I think there is some variation because the rate 
wture Is not on a national scale. It is on a local seale. I think 
ay as high, or in some instances higher, but we always try to keep 

» with the local situation. 

Mr. Burns. Taking the Chevrolet, which has assembly plants lo- 

ited throughout the country, in different localities, how do you de- 
e which plants to operate and at what rate of activity, or is that 

ned entirely by the geographical requirements / 

Mr. CurricgE, Geographical requirements. 

Mr. Burns. Don’t you use the straight-line overhead cost allocation 
onnection with your assembly plants ¢ 
Mr. Courtice. What do you mean by straight line? 

Mr. Burns. Well, the direct proportion to the output of that plant? 

\ir. Curtrice. No: the ove rhead is determined in ~dlatiog to the rated 

pacity of the plant. I don’t know whether that represents your in- 

rpretation of straight-line overhead or not, but that is the way it is 


ie. 


Mr. Burns. We have been talking about economies and technologi- 
| benefits, and efficie Niecy. Is your test of efficiency the ability to make 
retur : on the investment as pli anned / 


Mr. Currvicr. 


If we are able to sell our estimate of production. In 
e] _ 


we establish the costs on the basis of standard volume 
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and if we are exceeding our estimates then we are not operating as 
efficiently as we expected to. 

On the contrary, if we are exceeding our estimates then we are doing 
the job that we should be doing through technological improveny 
from year to year. 

Mr. Burns. Now, from the standpoint of operations of your cor) 
ration, how would you define the word “efficiency” ¢ 

Mr. Currice, Applied to what 4 

Mr. Burns. Applied to the operations of, say, the car divisions 01 
an assembly plant. 

What would be your test of whether it is operating efficiently / 
Mr. Curtice. Well, they all establish a divisional standard of dir 
labor, of burden components, and if they are equaling or operating 
under those standards, then they are operating as efficiently as 
expected them to. If they are exceeding it, then they are not as 
eflicient. It is the same thing for ie divcions as it is for any selected 

plant, 

Mr. Burns. Then the test of efficiency in your mind would be the 
ability of management to learn and perform the skills necessary to 
operate large-scale industry in order to make a satisfactory return on 
investment ¢ 

Mr. Curtice. -_ at is certainly it, but we have to do better than that 
because each year we must have something, either greater value or 
lower price, for the customer. We must have some advance in wages 
for the employees; and we should be able to return to our shareholders 
What may be considered a fair rate of dividends, so that we have to do 
better in order to match the changing conditions. 

Mr. Burns. What criteria are used by the management, by the 
corporation, to evaluate the performance of the managers of the 
divisions ¢ 


e 


Mr. Currice. Oh, their return and—-you see, we start out 

Mr. Burns. Return; you mean the profit they make / 

Mr. Currice. We start out the year with a projection on this stand 
ard volume basis, and an index, and those are developed by the divi 
sions, by the central office group, and finally acted upon by the admi 
istration and the operations policy groups. 

That gives them an objective. They made their own objective, si 

speak, because all of them are members of this administration 
committee; and on that basis they expect to make what we look upon 
fair return. The yardstick, then, is how well they achieve that. 

Mr. Burns. In order for a division general manager, a general 
manager of a division, to attain the rate of return which would give 
the corporation the total return on investment which it desires, 1s it 
necessary for him to show a return of 50 percent or more before 
taxes ¢ 

Mr. Curtice. No. 

Mr. Burns. Well, Mr. Bradley testified that the ratio or rate of 
return which was aimed at on the average was 20 percent. 

Mr. Currice. Fifteen to twenty. 

Mr. Burns. Yes; and your record shows that at least since 1948, 
and for what years you have introduced figures in evidence, it has 
never been less than 20, and it has been as high as 34 percent. 

Taking 50 percent as the tax rate, it has ‘been varying from 46 to 


5Y 











STUDY OF THE ANTITRUST LAWS 4053 


Mr. Curtrice. Yes; that is right. 
\ir. Burns. He would; the general manager of a division would 
e to show at least 40 percent, or under your present rate of return 
25 to 30, he would have to show around 50 percent profit before 
Mr. Curtice. But we show this profit on index. We price on a 
ee volume basis. if we exceed our sti ands ard volume subs tai 
by the actual performance, then we have overabsorbed burde 
re — ate at less than the standard volume, we have underab 
bed burden, so that the figures you are looking at, ‘eed in the more 
years we have been operating at substantially above standard 
ime and, as I pointed out the other day, our annual costs for over 
premiums are running at about $100 million, which is really 
iting more capacity through more hours than we have rated 
plants. 
Mr. Burns. Senator, I have some separate topics I wish to vO into 
ly. Before that, do you have any questions on this general topic 
Senator O bag pes ip No. 


\Lr. BuRNS. I will proceed. 
| want to ask you some a with respect to the public rela 
policy ‘of the corporation low large a public relations depart 


do you maintain / 

\ir. Curtice. As to number of people? 

\ir. Bt RNS. Well, numbe ot people or percentage of 

Mr. Curtice. About 200 people, and they are not all in Detroit. 
(hey are in these various communities throughout the country serving 

rtain geographical area. 

\ir. Burns. How large a budget does this department receive ? 

Vir. Curtice. I will have to ask. 

Can you give that to me, Paul, the budget, the size of your budget? 

Mr. Garrerr. No. 

Mr. Curtice. No. It all depends on what we do in the way of public 
relations. 

We happened to charge to the public relations department the 
Powerama, which we had in C hicago, the great exhibition of diesel 
power in celebration of the production of the first 100 million diesel 
horsepower by General Motors, and that was a one-shot proposition, 
and so it would affect importantly the regular budget. I do not happen 
o have the figures in my mind. 

Mr. Burns. You do havea representative here in Washington ? 

Mr. Curtice. Oh, yes. 

Mr. Burns. Do you also maintain representatives at various State 

ipitals ? 

Mr. Curtice. We maintain—not necessarily; we maintain them in 
ertain cities throughout the country, geogr aphically located. I think 
just, for instance—for instance, there is one in Dallas, there is one in 
Los Angeles; I mean, it is like that. It is where the best location for 
1im to best serve a particular area of the country, where the best loca- 


tion is. 

Mr. Burns. Does the corporation contribute to any organizaiions 
whose purpose it is to influence legislation, either at the State or 
Federal levels? 

Mr. Curticr. No; I do not think so. 
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Mr. Burns. Does the corporation make contributions to any ec 
nomic or political research organizations 4 

Mr. Currice. Not currently. We made contributions to—I do not 
know what classification vou would put CED in—but we have sup 
ported the activities of CED. 

Senator O’Manoney. The Committee on Economic Development. 

Mr. Curtice. Yes. 

Mr. ins. No others that you can recall ? 

Mr. Currice. Not any other that I can think of at the moment. 

Mr. Burns. I want toask youa few general questions—— 

Mr. Currice. Allright 

Mr. Burns. About selling agreements. 

Mr. Hufstader made this statement, which is at page 6784 of the 
record: 


rhe automobile industry, the franchise relationship has been evolved as the 
ap ao h best suitéd to our type of product and to the mutuality of inter 
exi g between manufacturer and dealer. 


ans. Ni Is pe ener to factory dealer relationships in the auto- 
| equire the tvpe of sales agreement which has bee: 

i" end ite the veonnd't 
Mr.: Cur think he described three different kinds of cor 
tractual relationships or understandings or agreements. 

The great difference, and I think the automobile franchise was placed 
somewhat in the middle between the other two—it represents quite a 
different relationship from a contractual relationship under which you 
would name a quantity that the seller will sell, and name a quantity that 
the dealer w il] buy over a period of whatever the period may be. 

Formerly it would have been, if we had that kind of an agreement, 

vould have been for 1 year. Now it would be for 5 years. 

That would be, in our opinion, quite an Impossib le thing to = 
of the dealers to determine at this time or at the time of the signing 
of the agreement, how many are they definitely going to commit fa 

elves for for a full year, without knowing any better than any of 
us can know what the conditions are going to be throughout the next 
12 months. 
We can guess at them, but when you are dealing in a product that 
sells for the dollars commanded for an automobile, its is quite a dif- 
ferent thing from other types of merchandise, in which you could 
definitely say you will buy, you will commit yourself, for X numbers 
of units. 

[ think that is the great difference on it. It is a personal—the auto 
mobile contract is more of a personal contract between the seller and 
the buyer. 

Mr. Burns. Well now. I understand that General Motors uses the 
same type of sales agreement in the household-equipment industry 

nd the earth-moving equipment industry, including the provisions 
cause for termination,” and including reporting requirements. 

Mr. Curtice. Yes, I think that—I — say that—is generally true. 
There may be some minor exceptions or differences, but I am not 
aware of any. 

Mr. Burns. Now, are all these three industries peculiar so as to 
require that type of agreement, or is this simply a General Motors 
practice ¢ 


a 
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Mr. C 


| the off-t 
me to say 


s some 


ike ro say, 11 


elit 


land that we have your own view- 
Cl Kine. 
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in household appliances we are dealing with 
ers who have agreements with us. It is the 
fF rela tionship, but the numbers are greater. 

-highway vehic little bit too early 
that that is the se suited kind of an agreement or if 
other. 


} 
these 


» business, it is a 


[ were talking about agreements, that in my 
I said we had over the years evolved the terms 
and they had been improved as improvements could 

[ expected they will still further be improved as we can 
| means of doing so. That would apply to all 3 as well 


Friday 


Now, some questions were asked earlier—I am not sure 
| by you or one of the other executives at 


summarize them and make sure they are 


were answere 
order to 


Ir. Burns. I want to refer to the rate of return which has been 
iO] the last few years by Gener: al Motors Corp. and 

ne 1953 when the rate of return, percentage of net income to 

rth after taxes for the corporation, was approximately 20 per- 

954 it was 25 percent, and I am told that for the first 9 months 

he only figures that we have available, is approximately 32 

‘eas the dealers’ rate of return in 1953 was 14 percent; in 


Mir. Curri 


URTI 

Vir. BurNs 
Mr. Currie 
I rdino 


Mr. Curri 
prewar y 


\Ir. Burns. 
Mr. Currici 


i have the 
Mr. Burns. 


ad I would 


ke to give vou some additional 


. the same 


URNS. 


have no figure for dealers 
view as to why the dealers’ 


and we 
your 


after taxes, 


like to ask 


pereent 


are declining while the corporation’s profits are increasing. 


are two reasons for the picture that you have. 
figures on the General 
return on the net worth. Startine with 1940 it 
e first postwar year, the return was 87.2; 1947 
2 was the rate of return? 
gE. Yes. 1947, 98.5; 1948, 
What are these figures; rate of return of what? 
%. On net worth. They are the same as the figures you 
as the 14.4. 
Those are the dealers’? 
Those are the dealers’. 
didn’t hear you at the beginning. 
kr. I said I wanted to give you the dealers’ return on the 
ear and all the rest of the postwar years. 
I missed that. 


1949, 38; 1950, 42.4; 


mn. There 


enler ? 


G-LS. 


percent 


1951, 24.6: 1952, 15.3. And then 


remainder. 


Yes. Well, at that rate does it mean that the dealers 


me they are going to have an overturn? 


( RTIC 
worth ha 
] rently. 


So that that 4 itself, 


E. ere not. 
Ss inereased 1 


One statement I made to you is that 
1 1940 from $249 million to $2,200 million 
while they have been taking out of 


— during the postwar period, the dealers have earned $5 billion, 


icluding $1 billion of salaries and bonuses. 


hey are ina 


puid, And 


That means that 
very strong net-worth position, and I would say very 
that, in itself has an important effect upon the return. 
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But the dollars, I point out to you also that the dollars of profit 
for the first 9 months of 1955 were $414 million. So that the return 
any way you calculate it is a very substantial return. 

Mr. Burns. Now, in view of the increase of profit margin above 
the rate which you aim for, wouldn’t a reduction in price of the cars 
to the dealers—that is, the price they pay—allow them to have a better 
rate of return on this investment? 

Mr. Curtice. No. Any reduction in price would be from a sug 
vested list. And I will tell you how that works. 

With the introduction of the 1956 line of Chevrolets their chief 
competitor had announced about a month earlier and had a suggested 
price list that widened the difference between the lowest-priced Ford 
and the lowest-priced Chevrolet. 

The Chevrolet also had, instead of being a very drab car—because 
we have learned from experience that the public does not want a 
stripped-down car, they want the care that has chrome around the 
windshield, chrome around the back light, chrome on the side panels 
and is a very attractive car with nice upholstery inside. Well, that 
is the way that Chevrolet lowest-priced car was presented to the 
dealers and the public for 1956. 

Its chief competitor recognized that if they didn’t do something 
about both price and appearance that they might be at a disadvantage 

So immediately they announced to their dealers that by February 
the cars would have the extra appearance characteristics, and the) 
immediately announced a reduction in their price to maintain the 
differential. 

So any change in our list price would not affect the discount fron 

list price which, as I said the other day, averages 25 percent to 
the enfranchised dealer. As a matter of fact, any reduction of price 
would sane his actual dollars fewer. 

Mr. Burns. I have just one more topic. I had some questions for 
Mr. Keating which I cut down and I think I can put this one to you. 
We had testimony from 1 or 2 of our dealer witnesses, I am not sure 
which, that last year they were requested to falsely register auto- 
mobiles as sold which had not in fact been sold. And the reference 
was to Chevrolet. I want to ask you, is it true that Chevrolet engaged 
in the practice of requesting its dealers to register unsold cars in 
inventor y in the names of dealer’s employees or anyone else who had 

t purchased them in order that the registration of Chevrolet would 
compare favorably with products of its competitors ? 

Mr. Curricr. Well, I think that as a practice is not a good practice 
I think that it has been done in other years. It was done in the years 
to which you refer by both of the companies to which you refer. 

Mr. Burns. By both competitors? 

Mr. Curricr. I do net condone that practice. I do not think i 
will be repeated as far as General Motors divisions are concerned. 

Mr. Burns. I might state, Mr. Chairman, that with respect to this 
problem of false registrations which was engaged in last year, we 
checked with the State automobile vehicle registration bureaus to 
ascertain whether it was true, or whether that allegation was true. 
And I have a note from Mr. Mortimer Cassell, of the New York 
State Tax Commission, who has advised the staff that the State of 
New York considers the matter of false registrations a matter of 
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us public concern, and something about which the Congress 
ild be cognizant. He has requested the opportunity of including 
ir record certain statistical data relative to the practice and the 
<tent to which it has been used. He promises to have that in our 
nds some day next week if the record may be kept open for that 
pose. 
\ir. Currice. I would like to say, Mr. Burns, it is not false regis- 
ition. It is registration of the car in the dealer’s name or some 
er name, if he selects some other name, but there is no new regis- 
m of that car when it is delivered to the customer. The effect 
was that more registrations were indicated in the 2 months that 
was recorded to by the 2 competitors, and the next year any of 
se cars carried over don’t show up in the registrations of 1955. 
Senator O’Manonry. Mr. Curtice, the States have the registration 
for two main purposes. One is for the protection of the public, 
iat if an accident takes place upon the highways, the cars involved 
ie accident can be identified by registration numbers. Another 
r the purpose of raising revenue to help build these roads which 
igree should be built. 
\ir. Curtice. That is right. 
ator O'Manonry. Now, if cars have been registered with the 
vledge of the manufacturers in the names of persons who are not 
r real purchasers, it would be difficult to find any reason for not 
ryving them as false registrations. The complaint made to us 
it this method of registration has been for the purpose of pro- 
x the sales of ears and making the records upon which the manu- 
rer finally determines what the penetration, sales penetration 
|, of the dealer is in a particular community. 


So it seems to me that it is a matter of very great importance. We 
ot, of course, have time to go into it. 
Mr. Curtice. | think the dealer who was here from Wyoming tes- 


| that he registered some and wanted to, because he had the same 
e to be first in his community. 

nator O’Mauoney. His testimony was that he and his Ford com- 
tor were both under certain pressures. 

Mr. Curtice. Yes. As I said, we do not condone that practice and 


t 


sn’t indulged in, nor will it be so far as General Motors is con- 
ed. 

Senator O’Manonry. Do I understand you then to mean that as 
dent of General Motors, you are directing the various divisions to 
don this practice ? 

\ir. Curtice. That has been done. This is anticlimactic because it 
een done a long time ago. 

Senator O’Manoney. It has already been done? 

Mr, Curricr. Oh, yes. 

Senator O"Manonry. Then you want us to understand that it will 
be resumed ? 


Mr. Curticr. That is right. That is right. 
\ir. Burns. That concludes the examination of Mr. Curtice, and 


he other executives who are here. There are only two things which 
believe are remaining. 
One is that Mr. Hogan and I will confer on additional material to be 
luded as part of the record of the proceedings—— 
Senator O’Manoney. Well, now, wait just a minute, Mr. Burns. 


, 
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1 have here a telegram from Senator Beall of Maryland, whic 
ought to make a part of the record. It is dated December 8: 

While I have always been an advocate of small business and the indepen 

inessman, at the same time T have not been an opponent of big business, x 
I hope that the present hearings will result in better understanding betwe 
naunufacturers and the automobile dealers. 

The developments this afternoon with respect to the Schofield m 
ter and the Chicago - alers make it clear that we have to have some 
ndditional testimony. We want to have that done in the same thor 
ough manner in which the staff has operated in the past, and I thi 
probably I ought to take this opportunity to express to you, Mi 
Burns, and to you, Don MeHugh., and to all of the other members of 
the staff, the deep appreciation of the committee for the tireless energ 
which bend have devoted to the preparation of this hearing. 

Most of the hearing is like an icebere—it is below the water. 

not seen, and these gentlemen have worked overtime many nights 
heyond See in conferring with witnesses, with examining their 
‘tatements, and going through the testimony which has been pr 
ented. 

Phe motor companies, Mr. Curtice, have also been ve ry cooperatl 
in helping us to do this. I want to compliment not only the members 
of our stall, but the members of the stat of Senator Monroney’ Ss su 
committee of the Committee on Interstate and Foreign Commer 
headed by Mr. David Busby. I want to mention the staff of om 
Antitrust. Subcommittee. beginning with Mr. Joseph W. Burns, as 

‘ ‘ Istaht counsel, Donald . MelHueh, Gareth \I 

ph A. Seeley, Maleolm Mecartney ; economic consultant 

man. Paul H. Banner; ¢ ittorneys: Robert M. Amido 
ford, Ernest Tucker, Louis Rosenman, Paul R. Beath. 
to make clear to the representatives of General Motors who 
are here today that the work of the staff has not been confined at 
to General Motors 
I have some telegrams here from citizens of the country, who say 


“s 
; 


“Why don’t vou eo into Ford 7 
‘ell, I want to make it a part of the record that though I hav 
a member of this committee, [ was not the acting chairman of 
‘committee when the Ford witnesses were here. I will certainly 
undertake to examine that testimony, and if any additional faets are 
to be dug out with respect to these prob lems that have developed, 
will certainly go into them. 
Now, | have a telegram here from a General Motors dealer at Sai 
incisco Which I think should go into the record. This is dated 
co, Calif., December 9, 10:20 a.m. It was received hi 
afternoon. It was handed to me this afternoon, a couple 
of hours later. 
I am following with great interest the daily accounts of your current stud 
of the General Motors Corp. As a Buick dealer in the city of San Francisc: 
may I say that my relations with the representatives of the General Mot 
Corp. have been without exception excellent in every respect. Having cont 
with local Buick zone representatives on a daily basis, it is difficult for me t 
believe many of the statements which have been made in front of your co! 
mittee regarding the poor relations between the General Motors Corp. and its 
dealers. To give the public a better picture of the true relation between the 
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Motors Corp. and’ its dealers, I strongly suggest you bring in fr 
nittee some of the satisfied General Motors dealers who, I have as 
ng. represent by far the vast majority, including myself 
Respectfully yours, 
B. H. SPENCER BuICK, IN¢ 
) TARAVAL STREET, SAN FRANCISCO. 
Vir. Curtice. Thank you. 
Senator O°Maionry. | thought that you might want to look at 


Mir. Currice. T have many of those. I did not want to suggest 
o them inthe record, but I do have a very large number of them. 

Senator O'Manonery. It brings to my mind, first, the suggestion 
| made to you earher in the hearing that we would assign the 
s room to you someday. 

Mr. Currice. I think I suggested that 1 would rather see them 

ortwo at atime in my office. 

Senator O’Manonry. es, | know. of course. 


New York with our Motorama. We have a dealer o 
Wa discussion. From there to Miami, Los Angeles, 
rane isco, Boston. We do that continuously, so that we have 


Vir. Curtice. When I will see a very large number, as we go to start 
group meeting 


ose, very Intimate contact with the dealer o1 oanizat ions. 
itor O'Manonry. | remember very wel] your testimony in that 
be I remember, also, that many of the dealers who have cor 
ided with us have expressed the desire for a more collective 
n of negotiating, particularly with respect to the sales agree 
t. Thisisa problem that extends bevond General Motors. 
uu will recall the testimony of Senator Case the other day with 
ect to this tnatter, It is one on which we need more evidence. 
{ | know that. I know that the National Automobile Dealers 
iation has had word from various automobile dealers with re 
ect to this. 
\dmiral Bellin the room 2 
\ir 13: LL. \ QS I alii. 
senator OM AHONEY. lave you had any suggestions of additional 
mony from others than General Motors dealers? 
\ir. Benn. I think there are a great many dealers, General Motors 
others, who would welcome the chance to come cdown here. 
| share with Mr. Curtice the realization that it has been a long week 
we are all tired, but I feel also, Mr. Chairman, that if our 30,000 
nbers, including our 13,000 General Motors members, were not 
ive their voice expressed in a final brief closing statement here, 
vy would feel they were not effectively represented in Washington, 
d LT would like your permission, sir, to do that at a convenient time. 
Senator O’Manionry. It is a quarter to 7 o'clock, Admiral. How 
ch time ¢ 
Mr. Bent. Very little—very little—about 5 or 6 minutes. 
Senator O’Manonery. [will recognize a former admiral of the Navy 
or LO minutes. 


Pre ceed, 
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STATEMENT OF FREDERICK J. BELL, EXECUTIVE VICE PRESIDENT, 
NATIONAL AUTOMOBILE DEALERS ASSOCIATION—Resumed 


Mr. Benn. This not being a General Motors dealer appeal be 
Way I have niv counsel, sir? 

Senator O’Manonry. Yes, sir. 

Mr Breit. | have no prepared statement. 

Senator OManonery. Pardon me just a moment. 

Mr. HoGcan. Could I ask one question? Are you through with M 
Curtice ¢ 

Senator O’Manonry. Yes; we are through with Mr. Curtice. 
want to say, however, to you, Mr. Hogan—I had intended to do it 
before—that it is my understanding that you and Mr. Burns will hay 
a conference so that we may agree upon the witnesses and the manne! 
of calli Ing the witnesses on this Chicago matter. 

Will you have a conference with Mr. Burns at your convenienc 
on that 4 

Mr. Hogan. You fix the date, Senator, and I will be here. 

Senator O’Manoney. I will delegate that to Mr. Burns. 

Mr. Beix. I have no intention of hurting the feelings of Mr. Curtice, 
for whom I havea high regard. I would dislike to see General Motors 
have a mass retreat now, but I will go ahead with this brief and in 
formal statement. Ihave nothing in writing. 

I might say that Iam very glad to hear Mr. Curtice say that General 
Motors does not condone this false registration thing about which there 
was a great deal of cor respondence a year ago, and it was because of 
a lengthy wire from me to Mr. Curtice. And I am glad to hear now 
that they are not going to condone it any more. 

It did not have too much effect, because there is a Chevrolet ad in 
early January of 1955, in which they say that they sold more cars 
than any other car, and in the same issue Ford says the same thing. 
So it is a little bit confusing to the buyer. They both claim to be first. 

I would like also to say, Mr. Chairman, because I believe there is 
some misconception, that the NADA has not only no desire, but I would 
regard it as being highly improper, never to think of sitting as the 
third party at a bargaining table between any manufacturer and his 
dealers. I do not think that is the proper function of the trade asso- 
ciation. I a Linly never advocate that. 

However, Mr. Curtice, we just heard some figures that you read from 
6,000, I think, aan al Motors dealers, and they seem to echo the 
feeling; they think something is necessary. I believe they even said 
they felt that legislation was necessary. 

I do not know. I would like to see this association, frankly, get out 
of the area of factory-dealer relations as rapidly as it can. I think the 
factory-dealer relations are things that should quite properly be 
handled between a manufacturer and his own people. They are fami! 
matters. 

[ do not think that a trade association should inject itself into man) 
of the areas in which we have felt compelled to work in the last couple 
of years, and we would certainly welcome the time, and the early ap 
proach of that time, when each manufacturer would do precisely what 
you have been suggesting here to Mr. Curtice, that he, in the case of 
General Motors, or that Mr. Ford or Mr. Breach in the case of Ford 
it applies equally well—would sit down with groups of their own deal- 
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ad iron out these problems and arrive at a selling agreement be- 
n the factory and the dealers that is considered equitable by any 
ynable man. : 
think that Senator Wiley the other day put his fin wer on this thing. 
ave echoed it many times in the last week. Senator Wiley said 
he hearings proceed, he is beginning to realize that the basic 
s one of the humanities, and he even went so far as to say, which 
know, and it applies everywhere, that a corporation is the pro 
tion of Reeiete eaeenert: 
nd 1 would like to say, * that I have the highest admire oo for 
remendous erowth of Ge neral Motors under your leadership, but 
it out that we have heard a great deal of enthusiastic and able 
issions here about the panoramic windshield, about the excellence 
dynaflow and hydramatic, and design, and every one of those state- 
is completely true. 
it we have heard very little during this last week about the philoso- 
of the world’s largest corporation in the field of dealer relations 
human relations, except to point out the profit figures of seme 


\s I said in my opening testimony, we have never claimed, nor do we 
now, that all or any significant number of our dealers are 
pers. 
Mr. Curtrice. They are our dealers. 
Mir. Beri. Our members, your dealers. 
But the inference would seem to be that if you make enough money, 
i are happy, and if you have not got much money you are unhappy, 
ch would make me unhappy, which I am not, and which would 
ke these gentlemen among the happiest in the world, which maybe 
ev are. 
But we are not concerned primarily, Mr. Chairman, with whether a 
ler is making some astronomical profit figure in the course of a year 
some smaller figure or breaking even or even going in the red. 
We are not nearly so concerned with that as we are under the condi- 
tions of the working agreement between himself and his manufacturer. 
Mr. Hufstader the other day repeatedly said to Mr. McHugh, who 
was | questioning him, “The contract speaks for itself,” and I agree 
i him fully. I think it does. 
WwW e do not like what it says, and I simply say again that I am at a 
to understand why not once in the course of this week, in response 
» your very diplomatic suggestions to the chief executive of General 
Motors, that he agree to sit down with a group of his own dealers, not 
th me—I do not want to sit in on it, I do not want NADA in on it— 
his own dealers, 6,000 of them, according to Senator Monroney’s 
ures, who claim they need some legislative relief. 
think it is terrible when a great retail industry has to come to the 
ongress, as it undoubtdely will, to ask for laws to be passed with 
egard to its relations with its manufacturer. 
I think that is the function of the manufacturer, sitting down with 
lealers and arranging, and arriving at, an equitable solution. 
Mr. Chairman, that was practically “the gist of my opening state- 
ent here, and it is just about the gist of my closing one here. 
I think it is interesting to note that within NADA all of the Pontiac 
dealers, let us say, in es ach State elect a man to represent them on a 


y 


rur 


re 
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national committee, and those various committees had meetings 
Chicago last January. They were simply, they were all Pontia 
Chevrolet, all Olds, no competitors there, and they drew up their re: 
ommendations to be sent to the divisions of their particular manufa 
turer—I am referring simply now to General Motors—and im every 
instance they referred to what they called, and what I call, the inequi 
ties in the selling agreement. 

Now. to the best of my knowledge, the letters of transmittal of those 
esolutions from those elected dealers—not appointed; elected deal 
eC] to the heads of the divisions of Greneral Motors have never bee) 
tue kn owledge d. 

They certainly have not been acted upon, and IT merely leave th 
thought, Mr. Chairman, that what the members of the retail eutone: 
hile dusts want, cerhudineds General Motors dealers, and the rest, 

simply more than lip service; they do not like to be called inde 
pendent businessmen when they certainly are far from it. 

| hope that through friend], discussions between members of 

ne family—and we are simply here to he ‘Ip as best we can, wegen not 

. who stands first or whether on e competitor outsells another—but 

are very much oucenaal with the attitude of mind of the retail 

stry, and the effect of that attitude of mind on the overall econ 
mv, and I certainly hope, sir, that as a result of this meeting and oth 
ers we will have taken a long step down that road to progress. I 
thank you, sir. 

Senator O’Manonry. Well, we are dealing with the greatest eco- 
nomic problem in the United States, and I certainly hope that it will 
be worked out in the end amicably and successfully. 

¥s wish to place in the record a wire from the New Mexico Automo- 

» Dealers Association on this hearing. 
T he material referred to is as follows:) 
ALBUQUERQUE 7,, N. Mex., December 8, 1955 
ep C, O’MATIONEY, 
United States Senator. 
Senate Office Building, Washington, D. C.: 

t the annual business meeting of the New Mexico Automotive Dealers Asso 

tion held December 7, the splendid work of yourself and your committee to 
remedy the contractual inequities between dealer and manufacturer was warmly 
raised. The appreciation of the membership present is hereby tendered. The 
estimony of dealers who have appeared before your committee recounted, ade 
quately, the situation facing francbised dealers. 


? 
I 
t 
{ 


NEW MEXICO AUTOMOTIVE DEALERS ASSOCIATION. 
WILLIAM RANDOLPH, General Manager. 
nator O’Manonery. I want tothank Mr. Curtice and the members 
of (e staff for the time they have spent here. 

We did not ask for all your vice presidents to come down here and 
spend the whole week with us. We wanted that to be arranged by 
schedule, but we are happy that they were here. 

I have enjoyed meeting them, just as I have enjoyed meeting you, 
Mr. Curtice. 

Mr. Curtrice. Thank you very much, 

Senator O’Manonry. And we are most appreciative for the coop 
eratio : we have had to date in trying to present the facts. 

Mr. Curtice. Thank you very much, Senator. 

I am ne id that you feel that we have tried to cooperate fully with 
your committee, as we have, and, as I said in my opening statement, 
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en we were all before the television cameras and Senator Wiley, 


ost cars are specified as equipped with a vacuum windshield 
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we left there ,said, “Nobody has been hurt here yet.” Well, I 
ot think anybody has been hurt yet. 


Senator O'Manonry. Well, that is good. We will adjourn on that 


fr, Curtice. I thank you. . 
\\ hereupon, at 0: 355 p. M.. the subcommittee adjourned, subject to 
call of the Chair. ) 

lhe following statements were submitted for the record :) 














(ENT BY REPRESENATIVE ABRAHAM J. MULTER (DEMOCRAT 
New YOrK 


13TH DISTRICT, 


Chairman and distinguished members of the committee, permit me first 
uk you for the opportunity to present this statement to you 
iow only too well the tremendous task that confronts you in trying to get 
» facts concerning the automobile industry and all of its facets 
nufacturing and assembling, wholesale and retail selling, 
ng, servicing, repairing, are all part of the overall problem. 

he least of the problem is the fact that what we are dealing with in the 
is is the automobile which is undoubtedly one of man’s most modern 
f progress. At the same time it can easily be, even in the hands of a 
nd thoroughly experienced driver, as described by the late Justice Holmes 
eapon, a veritable juggernaut of destruction 


transporting, 


an inexplicable accident is caused by defective vehicles The 1 


l Mame 
| rest on the manufacturer. He passes his responsibility on to his dealers. 
aunnot assume it or begin to fulfill the obligation. 
e Was a time when every auto leaving the assembly line was thoroughly 
ed and tested. That time has long since passed 
no manufacturer and no assembler of cars does more than spot check 
Sometimes 1 in 10, ofttimes 1 in 20. 
he public ever hears about is the stock car that stood up under all sorts of 
ests for thousands of miles. We never are told how few of the total num 
cars made or assembled are so tested. 
colupanies’ warranties today are practically worthless. Cars leaving the 
y lines have all sorts of defects. The burden is placed on the dealer to 
car in good running order and to service it, if it is not. 
I 


price ¢ 


ipetition what it is, the dealer gives a minimum of service until 
period runs out, after which he can charge the consumer for his 











eis a very simple remedy for this. Enact a law that no automobile may 
d, transported, or used interstate unless accompanied by a certificate from 
inufacturer or assembler of the car that it has been inspected and found 
d working order and further, that it has been road tested and found in 
operating order after at least 100 miles at each of the speeds of 15, 30, 45 
| 75> miles per hour. 


1 


he sake of brevity I will not 


repeat the details of much of the testimony 
presented to this committee I know that you appreciate that 


s dare not come before you and tell the full facts as they exist in this 
ry 


pressures exerted wpon them are terrific. 


hey are required to buy and stock accessories they know they will never sel] 


ev are required to receive and dispose of automobiles they do not 


’ want to 
and did not « rder. 
st of these cars, like those they do order, are shipped into the dealers with 
sories, which are billed as extras. These extras are built into the car and 
ealer has no choice as to whether he or his customer wants them. 
instance, every car comes with a hole in the dashboard for a cigarette 
er, but the lighter is an extra. 


wiper. The 


however, are shipped in with electric wipers as an extra 
lere are any number of other items affixed and shipped similarly 

dealers must pay for advertising literature they do not want and would 
rder. It is sent in to the dealer in such quantities as the manufactures 
ks he should distribute. The dealer is billed and must pay for that literature 
though he throws most of it into the wastebasket. 
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The dealers must pay a fixed sum per car to the manufacturers toward the cos 
of advertising. The dealer’s name and address is never part of that advertisin, 
the product is mentioned. 

The dealer must handle only “genuine” parts and accessories with the many 
facturer’s name, which is not made by, but is sold by the auto manufacturer to 
the dealer at top prices. The dealer could buy the same parts much cheaper fro 
the actual manufacturer thereof, but does not dare do so. 

The dealer who complains about these things will not be a dealer very long 

The manufacturer and assembler charge the dealer for freight and taxes o; 
the freight in accordance with the fixed tariff of the most expensive carrier an 
ship the auto at the dealer’s risk by the cheapest means of transportation. 11 
manufacturer pockets the difference, including a sum in excess of the tax p; 
to the United States Government. 

That racket can easily be destroyed by prohibiting the phony charge and 
requiring the tax to be paid on the amount collected for freight regardless of 
the amount paid by the manufacturer. 

Lump-sum bills should be prohibtied and complete itemization should be re 
quired of both manufacturer and dealer and no sum should be collectible 
either for extras unless ordered in writing signed by the buyer. 

As long as the manufacturers want to have dealers under contract to handle 
only particular makes of cars, the manufacturers should be required to sell only 
to such dealers and to prohibit bootlegging. The manufacturers should be ri 
quired to cancel the franchises of bootleggers. 

The 


] 
onl 


v 


exaggerated .and fraudulent advertising by dealers is encouraged, 
practically demanded by the manufacturers. Make all such advertising t 
responsibility of the manufacturer and it will cease overnight. 

The last matter I wish to touch on involves the now well-known adag 
What is good for General Motors is good for the country. 

You will see in a moment that we can now change that to “What is bad fo: 
the insurance companies is not bad for the automobile companies.” 

(n September 8, 1955, I wrote to Secretary of Defense Wilson calling his at 
tention to a scheme by which armed service personnel returning to this count 
are being duped and mulcted of thousands of dollars in connection with the sa 
to them of new automobiles. 

I indicated that the matter had been called to the attention of the automobi 
manufacturers but they have failed to do anything to prevent these practices 

1 further stated that the Secretary of Defense need not make any determina- 
tion of whether these practices are fraudulent or merely unethical but urged him 

» direct all commanding officers to alert their men to these practices to afford 
them an opportunity to protect themselves accordingly. 

My letter of September 8, 1955 is exhibit A, annexed. 

I received an answer dated September 23, 1955, a copy of which is annexed 
exhibit B, in which the Department of Defense refused to take any action. 

l replied by letter of September 28, 1955, a copy of which is annexed as exhibi 

ugain indicating the need for departmental action. 

No answer has been received to my last letter. 

Now let us see what happened when the Department’s attention was called t 

| fraudulent practices by insurance salesmen. No General Motors w: 
involved. 

An investigation was instituted which confirmed the charges. 

\ complete set of regulations was promulgated by the Defense Department, 
‘neluding a directive to commanders of all bases making them responsible for 
protection of the men against such frauds. ; 

Another reason for different treatment of the phony automobile salesmen 
that the fraudulent business is so profitable that the automobile manufacturers 
have sent their own “direct” representatives overseas to grab this business. 

Thank you, gentlemen, for permitting me to make this statement to you. 
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CONGRESS OF TILE UNITED STATES, 
Housk& OF REPRESENTATI\ 
Washington, D.C., Septembe 
\RLES E. WILSON, 
retary of Defense, 
Department of Defense, Washington, D. C. 
DEAR Mr. Secrerary: For some time Members of Congress have been re- 
¢ complaints about the tactics being used by various dealers in selling new 
biles to members of the Armed Forces returning from posts outside of 
yuntry. 
seems that some of these retailers have sent representatives abroad who 
gh fraud and deceit induce these men who are about to return to the United 
es to sign contracts, and to pay deposits for the delivery of new automobiles 
mm at the port of their arrival in this country. As part of this scheme 
retailers have made exclusive rental agreements for offices in the hotels in 
untry at which these men and their families are temporarily lodged upon 
rrival here. The deceptive practices are continued at those places until 
very of a new automobile is made and payment obtained. 
rpose can be served by setting forth in this letter the nature of the fraudu- 
entations that are made, nor is it necessary for the purpose of this 
letermine whether or not these practices are actually fraudulent or 
inethical business practices rhe result of all of these practices is that 
en are being duped and taken advantage of rhey a | 
mobiles than if they bought them in their hometowns, fe ‘ ; 
bought them at the port of arrival. They ; paving higher finance 
an they would pay if they took the opport y of fit ¢ their auto 
their hometowns or in the city in which they are discharged from the 


they are being deprived of » isSpe nand service that ordinaril) 


hew car purchase when made in their hometowns 


tomobile manufacturers, when apprised of these practices, have taken 


on that these retailing practices are no concern heirs 


e you will agree with me that in the absence the manufacturers un- 
prevent these practices, something must be done to help these 
estion is that you immediately issue a directive requiring commanding 
ill stations outside of this country to alert the men under their com 
t it is inadvisable for them 
such purchases while abroad, or, for that matter, even at the place of 
this country, or tl lnc f discharge from the service in thi 
ill be served by their 2 aki 
communities. The hometown 
nge for the delivery of a new automobile 
large in this country, which would then 


situation, and to advise those men tha 


insportation to their hometowns. 
i will agree with me that su a «tive will serve 
iInatter of fact, the directive and the notice fro 
| ppropriately worded so that neither manufacturers nor 
cused of any wrongdoing or impropriety and yet provide 
tion to the members of our Armed Forces 
regards, I 


i 


Exuipsit b 


ASSISTANT SECRETARY OF DEFENSE, 
MANPOWER AND PERSONNEL, 
Washington 25, D. 0., September 23, 1955. 
ABRAHAM J. MULTER, 
House of Representatives. 

sk Mr. Murer: This is in reply to your letter of September 8 concerning 

practices of automobile dealers in selling to members of the Armed 
es returning from overseas posts. 
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You appreciate, Iam sure, that no agency of the Department of Defense s) 
any plan of automobile sales such as you describe and the Department js 
refore without jurisdiction to discontinue it. The selection of an automob 
estan or sales contract is a matter of individual choice. 
(verseas representatives of United States automobile dealers are not amenab\ 
to military control So long as they comply with the laws of the locality 
hich they do business they can offer their merchandise for sale to both civilij 
and military Control of this group like their contemporaries at the port would 
ppear to rest with the automobile dealers, their trade associations and perhaps 
ufacturers 
e that the directive vou suggest would be more restrictive than is ay 
for unance by this Department and that it might effect the legitimate 
of firms and dealers who render real service to our personnel 
at the objective we seek, the use of caution and judgment by servic« 
‘ir purchases from unknown vendors, can best be accomplished by 
: present normal counseling given by commanders to the 
he liberty of sending a copy of your letter to the milita 


» welfare of our Armed Forces personnel is appreciated 


CARTER L. BURGESS 


Exuinit C 


CONGRESS OF THE UNITED STATES, 
> 


SEO LEPRESENTATIVES 
D. C., Scptember 28, 195 


nse, 
Washington, / 


is acknowledged with thanks of yours of 


ve as suggested by me is in any man 
Department or any commanding officer t 
in any manner to interfere with automobile 
It has always been proper for the Defens 
mibers of the Armed Forces against dangers that the 
ivsical, moral, or financial. 
these practices is in direct line with such procedure 


ABRAHAM J. Mut 


WHIPPLE PONTIAC SALES, 
ton, Mich., December 27, 195 


Washington, D.C. 


ched enclosures present the situation which I dese: 
lephone on December 2 following my interview 
Pontiac motor division 
ission to enter my letters in the Congressional Record 
ubsequent replies from Mr. R. M. Critchfield, general manag 
ion and Mr. H. EF. Crawford, general sales manager 
all on December 2, we have delivered an additional $50 
ars for Pontiae motor division to persons of their desig 
to $80,000 in a 80-day period. 


pw. D. WHIPPLt 
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Epw. D. Wuippere Pontiac SALES 
Clarkston, Mich., December 6, 
J. SCHULTE, 
Vanage vi Pontiae Votor Division, 
Pontiae 11, Mich. 


: Mr. Scuvutte: I am sure you will remember our discussion of over a yeal 
egurding the nonprofit 24 percent discount cars we are handling for the 
© motor division. I believe that this matter was taken up with Mr 
eld and Mr. Crawford and, after a month or two, a decision was handed 
the effect that the dealers handling these cars were to have no addi 
liscount or receive any other compensation for servicing t] 1 out for 
censing them, paying local taxes, putting the transaction 
ks, and servicing them through the warranty period rhe dealer 
stand the expense of clerical work, auditing, and extra service 
e period of the last 10-day report, we have handled, in round tigures 
vorth of business for Pontiac motor division in my dealership and at 
nse, involving many more working hours than the regular working day 


takes a considerable amount of my time, but practically the entire 


Mrs. Whipple. Your zone office is already aware of the rudeness and 


have taken from certain individuals and the slanderous reports cir 

by some to the effect that we have overcharged them. These individuals 

ieir situations, have done our dealership more harm than years of honest 

ood service can ever make up for. Many of those we have served 

ee! y fine but it is apparent, from the demands they make, that most of 
o not understand our position in the whole matter. 

e nonprofit deals and the subsequent service involved not only take up 


e but three-quarters of the time of our service department which could 


i 


e be doing customer labor in which there is a profit. It is obvious that 


profitable experience of last year will be even more unprofitable during 
if there were any fairness or an honest desire to help thei 
Critchfield nor Mr. Crawford would ask any dealer to do 
business and work for no compensation while Pontiac mot: 
is making its full profit on these deals. 
ompetition we have already with the factory giving 24 percent discount 
nployees in an area with a large percent of the population working for 


mm ACME 
motor division, and the factory-owned retail store 10 miles away, is no 
this problem but the beginning of another and more serious problem 
are unable to cope. 
st on all models is common knowledge, not only to Pontiac 
iployees but to customers of long standing, including business 
men with whom we have done busines over a period of years 
in obtain cars at our net cost. This has been true for some time 
going even further 
figures are being brought in by sundry individuals with the ex 
we should deliver a car to them at, to quote, “say S50 to ST5 ove 
they show us the figures. There have been instances when we 
to make such deliveries at $100 over cost and the customet 
‘elsewhere for less, and brought it back to us for service. 
ive been a Pontiac dealer for over 20 years: I have always been loyal 
motor division; have always been well above percent of price class in 
ne of influence. I have always maintained an adequate, attractive, and 
inaged dealership. I have invested my entire life’s work in my business 
ve always maintained more than an adequate financial reserve in my 
My service-department personnel has been of the highest standard 
1 will speak for itself—not one registered customer complaint in 10 
h the growing competition of other makes of cars added to the competition 
Pontiac motor division itself and the conditions to which I refer, with the 
neial loss we are already taking and with no relief in sight, I can see no 
course but the course of self-preservation, for in a very short time trying 
intain a quality dealership will result in financial instability. I believe 
ing the facts as they really are and, if the powers that be have no intention 
tering the situation, it will be necessary for you to get a new VPontia 
in the Clarkston area if you can find a buyer who is not aware of the 
ng Situation 
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During the unfortunate period whe have been trying to cope with, Mr. Sch 
ve have had the utmost cooperation from our zone office personnel, Mr. Har 
Mr. Western, Mr. Holsworth, and Mr. Andrews. We wish it to be known t} 
ve appreciate their courtesy and whatever help they have tried to give 
However, with the situation as it exists and with the momentum it has gai: 

e do not believe that it is possible for the zone office to improve the adv: 
effect that the policy of Pontiac motor division has had on our business, 

Very sincerely yours, 
Epw. D. Wuipp! 


Kpw. D. WHIrPLE PONTIAC SALES, 
Clarkston, Mich., December 6, 195 
Mr. R. M. CrircHr1eLp 
General Manager, Pontiac Motor Division, 
Pontiac,Mich. 

Drear Mr. CritcHrieLp: We are enclosing a copy of a letter we have writt: 
to Mr. Schulte, zone manager for Pontiac motor division. We are sending a ce 
to you and to Mr. Crawford because we do not wish to have it escape your att 
tion that we are not one of the “happy dealers” referred to recently by M: 
Harlow Curtice. 

Since I first became a Pontiac dealer in Clarkston in 1934, I have always had 
the greatest respect for the management of Pontiac motor division. But some- 
where, the sights seem to have been lowered. 

We realize that you are not responsible for the production race going on in the 
ntire automobile industry with which our small dealership, with its relativel 
low overhead and the reputation we have established for good service, could 
have coped for a long time. However, we do feel that you have some respons 
bility for the policy of Pontiac motor division with regard to the specifie lo 
gus out of business; the indiscriminate distribution 
24 percent discount cars, referred to in our letter to the zone office, and the 
responsible handling of dealers’ net cost figures—a practice which is result 
n the destruction of dealer profit. 

We want you to be aware of the fact that we cannot sell automobiles in compe- 
tition with the Pontiac motor division and give service to their customers as wi 

sour owl Neither can we sell automobiles to our old customers if they can 
buy them from the factory or a Pontiac motor employee at full discount. 

We sincerely hope that Pontiac motor division can find a buyer for this dealer 
ship so that the many owners of Pontiac automobiles in this community can e 
tinue to receive the service to which they are entitled. 

Very truly yours, 


problem which pore 


Epw. D. Warprtr 


Movror Division, GENERAL Movors Corp., 
OFFICE OF THE GENERAL MANAGER, 
Pontiac, Mich., December 15, 1955 
DWARD LD). WHIPPLE, 
DD. Whipple Pontiac Sales, 
Clarkston, Mich. 
: Mr. Wuiepre: I have your letter of the 6th enclosing a copy of a let 
he same date that you wrote to Mr. Schulte, our zone manager. 
If some of our Pontiae motor people who have taken delivery of their cars 
ough your dealership have been discourteous, I regret it very much. We 
ave attempted to have them aware of the normal conditions of the sale. 
You refer, and other reference has been made to what you apparently feel is 
i recent and unusual situation at Pontiae regarding the sale of cars at a discount 
to certain of our employees. As to this situation being unusual, certainly you are 
aware of the fact that this is a common practice throughout the industry and is 
n accordance with a General Motors policy of many years standing. I looked 
up the records recently and found this program was started way back in the 
thirties ee 
The advantages of having our supervision and other similar personnel driving 
Pontiacs and keeping them fairly up to date are obvious. Some manufacturers, 
both inside and outside the corporation, have a much broader policy than we 
in respect to the availability of cars to employees. 
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as our program is concerned, I was also looking at figures as to sales of 
pe over the past several years and the overall figure has been constantly 

sing year by year since I have been connected with Pontiac. 
due to a change in policy but apparently t 


he postwar years, 
Sincerely, 


This has not 
o the change in overall conditions 


R. M. CRrrcH FIED, 
General Manager. 


Epvw. D. WHIPPLE PONTIAC SALES, 


Clarkston, Mich., December 6, 1955. 
{. hk. CRAWFORD, 


(ieneral Sales Manager, Pontiac Motor Division, 


Pontiac, Mich. 


sp Mr. CRAWFORD: We are enclosing a copy of a letter we have written to Mr. 
te, zone manager for Pontiac motor division. 


na 


na 


We are sending a copy to 

to Mr. Critchfield because we do not wish to have it escape your atten- 

that we are not one of the “happy dealers” referred to recently by Mr. 
w Curtice. 

since I first became a Pontiac dealer in Clarkston in 1954, I have always had 
eatest respect for the management of Pontiac 


motor division. But 
ewhere, the sights seem to have been lowered. 


realize that you are not respousible for the production race going on in 
tire automobile industry with which our small dealership, with its rela- 

low overhead and the reputation we have established for good service, 
have coped for a long time. However, we do feel that you have some 
nsibility for the policy of Pontiac motor division with regard to the specific 
problems which is forcing us out of business; the indiscriminate distribu- 
of 24 percent discount cars, referred to in our letter to the zone office, and 
rresponsible handling of dealers’ net cost figures—a practice which is 
ting in the destruction of dealer profit. 


want you to be aware of the fact that we cannot sell automobiles in com 
with the Pontiac motor division and give service to their customers as 
our own. Neither can we sell automobiles to our old customers if they 
them from the factory or a Pontiae motor employee at full discount 


incerely hope that Pontiac motor division can find a buyer for this dealer- 
so that the many owners of Pontiac 
ue fT 


automobiles in this community can 
o receive the service to which they are entitled. 
Very truly yours 


Epw. D. WHurpp.t 


PONTIAC Moror DIVISION, 
GENERAL Morors Corp., 


Pontiac, Mich., December 14, 1955 
WHIPPLE PONTIAC SALES, 


CJar kston, Mic h. 
R Mr. Wuippe.e: This is to acknowledge receipt of your letter of December 
hich you attached a copy of your letter addressed to Mr. G. J. Schulte. 


Pontiac motor division's policy to discuss mutual problems with its dealers 
ith this thought in mind, I asked Mr. G. J. Schulte to invite you to come t 
for the purpose of discussing the 


are of 


matter of your dissatisfaction. You 
the fact that the General Motors employee car policy , 
standing and a generally 

trv. 


is one of 
accepted practice of all manufacturers in the 
We regret very much that any Pontiac employee who may have dealt 
1 was in any way discourteous to you or any of your employees. 

ording to Mr. Schulte, you advised him that you had definitely made up 
' mind to sell the physical assets of your dealership and that having made 
s decision, you felt that nothing could be gained by such a discussion and, 
sequently, declined my invitation. 


vol 


A 


We assure you that we will cooperate with you in every way possible in finding 
buyer to purchase the salable assets of your dealership. 
Very truly yours, 


H. E. CrawForp, 
General Sales Manager. 
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NOTES USED IN CONVERSATION Wirn Pontiac Moror Diviston ZONE Ma 
Mr. G. J. SCHULTE, DECEMBER B, 1955 


1. Refer to discussion of a year ago regarding nonprofit 24 percent dis: 
cars and Mr. Crawford and Mr. Critchfield’s decision. 

2. Last 10-da eport—30,000 worth of business for Pontiac motor at my 
pelise, time involved, attitudes of some taking delivery. Reports. ciren); 
detrimental to dealership. Some fine, but from demands made do not ul 

hd our position 

» If there were fairness and an honest desire to help their dealers, nei 
Mr. Crawford noi Critchfield would ask any dealer to do this amount 

Isiness and work for ne compensation while Pontiac Motor is making its 


Competition with the factory giving 24 percent discount to all employ 
inan area with a large percent of the population working for Pontiae Mot 
and the factory-owned retail store 10 miles away—this is not the end of 
problem but the beginning of another and more serious problem with which 
ure unable to cope. 

». Dealers’ net st, common knowledge not only to Pontiac employees | 
customers of long wuding, business and professional men with whom we 
lone business over a period of years. This has been true for some time 
now—-this is going n further 

6. Dealers’ net figur eing brought in by any Joe Doaks with expectat 
that we deliver a car to them at $50 over invoice—-and they have the fig 
Offers of S100 ove ist not taken, cars sometimes obtained elsewhere for 
ind brought back for service 

7. Dealer for 20 years, record will speak for itself, making no excuse 
ibis, have given full measure of honest effort. 
S. Growing competition of other makes of cars added to competition of Pon 

‘division itself and discount condition, financial loss we are already tak 
th no relief in sight, can see no other course than self-preservation—try 

Inaintain a quality dealership and give service would result in finan 


lility Face facts as they really are. 
‘ 


%. If powers that be have no intention of bettering the situation, it will 


necessary to find a new Pontiac dealer in the Clarkston area, a buyer who is 
aware of the existing situation, or will have to close dealership. 
During unfortunate period we have been trying to cope with, have 
cooperation from zone office personnel, Mr. Schulte, Mr. Harris, M 
ind Mr. Western. Wish it to be known that we appreciate the 
ind the help they have tried to give us. Situation as it exists 
it possible for zone office to improve adverse effect the policy 
or division has had on our market 


Eow. D. Wutprt 


Another statement follows:) 


Fort SrocktTon, Tex., November 16, 
r O'MAHONEY, 
rman, Nenate Antitrust Subcommittee, 
Senate Office Building, Washington, D.C. 

HoNORABLE Sin: Having read of your hearing on General Motors Cor} 
occurs to me there are some observations I should like to make. Please pe! 
me to say at the outset that this letter is unsolicited and that I hold no grud 
toward General Motors Corp. 

I have been a resident of Fort Steckton (Pecos County), Tex., for about 2S 
years. Prior to 1944 I was engaged in the variety store field and on Septembe 
1944, bought out the Fort Stockton, Tex., dealer for Chevrolet, Buick, and Olds 
mobile products. I held selling agreements with these three divisions of Get 
eral Motors until April 23, 1953, at which time I sold the business. During the 
entire period of approximately 8'6 years this writer was the sole owner of t! 
dealership operated under the firm name of Carpenter Motor Co., and was 
fully employed in active management of the business. 

Although the entire capital invested in the firm was my own and none of t 
physical facilities were leased or rented to Chevrolet, Buick and Oldsmol 
divisions, very soon after becoming their enfranchised dealer it became cl 
that they, rather than I, dominated my business. At times I wondered whethe 
the business was actually my own, excepting the fact that the factories nev 
offered to pay any of the bills. 





STUDY OF THE ANTITRUST LAWS 1071 


iwakening to the realization that I was not free 


le attending a Chevrolet dealer meeting soon after becoming a dealet 


it dawned upon me that I did not 


hat have 
ty to reject factory ideas. The zone manager showed the dealers 
k, saving they all urgently needed 


1 it and felt all would want a copy 
turn to sign up and agree to pay for my copy, i remarked 

it, period.” The zone manager then said before the entire dealer 
t he would present Mr. Carpenter with a copy at no cost whatsoever 
arpente! Apparently, IT was singled out a 


through my history as a dealer that 


businessman hap 
considerable embarrassment 


sa “nonconformist”: and 
! ‘ those General Motors divisions 
ised means of getting vou to “come around.” 


at little book deal, all through the 


I vears I signed up tor, received and 
thousands of dollars of unwanted materials; such as banners, displays, 
advertising clocks, tools, parts and accessories, mag i 


ind other things too numerous t 


zines in Ins 

o mention. The amazing fact about it 
that whether or not you wanted it, you would finally buy all the stuff 
way of getting me to sign up and pay for unwanted ma 
the pressure li ethod Kor instance, if I ba 


representative would contact me repeatedly and if that failed, 


e zone office would either write, wire, or phone me I would be 
lilure to cooperate and perhaps be inforined that [ was the only 
me that had not l li On ocension the district epresentative 
that, although strict] f the record 


lked n some 


- Cert Lin items offered dealers 
propositions 


an expected me to go alon 
going to receive certail 
e I refused to ‘my portion (they 
poor selling, old model tailpipe from the Buick 
re new car introduction and they sent me a teleg 
of the new cars would be based on whether 
tailpipes. Just prior to yearly new-model 
lick and Oldsmobile divisions would lond me with 
‘accessories and ete., many of which I did 


atever they said I “needed.” 


me item of expense, and only one, that Chevrolet, Buick, and 
lor paid and that was fo h 3 1 


rhe at dealer meetings I was 
ertising material, mailing pieces, 
owroom Mavs, window trims, produce information, ete. In 


stances some of these items were not 


nd would, theref 


t 


little piece ¢ 


adaptable for use in my particular 


ne me llowey 


resol 


oid taking and paying 


aril l ly ‘ 1 

. of course, many of them through the years I thought 
be justified in buying. On the other hand seems to me 
Vv relationship with General Motors Corp. is that vas not pe 

e my business judgment in a firm wholly owned by this writer. 
ere many times when I signed up fo 


r cars and/or trucks th; 
needed or wanted Again, the same previously repeated stor) 
s having and using methods whereby I signed up for the units regardless 
ver successful in gaining a point upon dis i 
It seemed there was one veiwpoint, one way ings right, and 
way on both was the Chevrolet, Buick, and Oldsmobile way. For 
I questioned their praetice of charging an advertising fee on each car 
, feeling such charge was unfair. They replied it was their setup and 
not be changed. When selling out the business I had unused money in my 
tising fund which the General Motors divisions compelled 
redit and bene fit of the ine oming dealer, at no cost to him. 
ouch Fort Stockton, Tex., is a small town of about 6,000 and business 
potential, naturally, very limited, I was obliged to install an elaborate 
nting system. At great expense the system had to be maintained according 
in standards required by the Chevrolet division 


me to transfer 
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needed nor inted the complex system, but in this as in othe 
rein mentioned had little or no choice. Perhaps it would be 
hat t important matter always entering my mind was 
mited financial resources were tied up in the bus 
ile my fact gy agreements were good for only 1 year at a time 
The Chevro ision Organized so-called clubs throughout the zone 
rvice manage arts managers, and bookeepers; there being three sep 
ations for dealer’s personnel. I was obliged, against my will, 
into these clubs in order that my men could be members. Sometimes 


{ 


fee was as high as $100 per man each year. 


Durin ny time as a dealer I had, of course, wide acquaintance 
General Motors dealers, especially with those in my same zones. The maj 
if those dealers strongly resented factory policies such as the ones out 
herei \ minority evidently thought the policies satisfactory, since they did 
express themselves otherwise before dealers. At this writing dealers tel 
that factory policies in the year 1955, if anything, are even worse than in 
the year in which I sold out. I have not reentered the auto field. 

Senator O'Mahoney, I feel certain it is understandable that this letter w 
not have been written if the writer were now a General Motors dealer. 
siderable effort has been extended in the drafting of this rather extensive le 
which I hope does not bore you and the subcommittee. I realize you do 
know whether I am a responsible person, therefore, any inquiry concerning 
would be most welcome 

I would consider it a favor if you see fit to personally acknowledge the re 
of my letter, for which I thank you in advance, 

Sincerely yours, 


H. L. CARPENT 


Lit 





copies of many of the communications received by 
itee concerning its study ot the General Motors C‘orp.: 


(‘OMMUNICATIOR “] Vie MBERS O1 


INILGORE, 


i enate Antitrust Monopoly Committee, 
Nenate Office Building, Washington, D.C 


Hartey: I would like to take this opportunity to render my highest 
» you and Senator Joseph C. O'Mahoney for the splendid work that your 
ttee is doing in investigating the car-manufacturing industry. 
pecially glad to see that the committee is getting at the root of trouble 
much of our automobile industry today. It is most apparent from what 
ommittee has unraveled and what I have learned firsthand from the 
hile dealers of my State that the dictatorial tactics of the automobile 
are forcing our dealers into overbuilding facilities, overstocking, and 
g in other deals unhealthy for the sustained independence of the dealers. 
are too many phases of our automobile industry that need remedial ac- 
for me to enumerate here, and I am sure that your committee will become 
ous of them if you already have not. 
feel that the trend in the automobile industry as in some other industries, is 
uch toward centralization and elimination of the small industry and the 
dealer. 
in, I wish to compliment you and Senator O’Mahoney and those on your 
tee for the splendid job you are doing. You may count on me to assist 
ny legislation that will provide a more healthy atmosphere, especially 
automobile industry. 
th kindest regards, I am, 
Sincerely yours, 
OLIN D. JOHNSTON, 
United States Senator 


JosErH CC, O’MAHONEY, 
United States Senate: 


\long with millions of Americans, I am following with interest and admira- 
present General Motors hearing which you as acting chairman are 
x so ably. As chairman of the Automobile Marketing Subcommittee of 
Senate Interstate and Foreign Commerce Committee, I am vitally interested 
matters concerning the relations between all automobile manufacturers 
d their new car dealers. Of course, our study of the last 8 months covers 
ny matters whihe are not of direct concern to your antimonopoly subcom- 
tee study and vice versa. 
llowever, in August of this year I directed our staff to send questionnaires to 
proximately 40,000 new car dealers. These were sent and we assured the 
ers that we would keep in confidence their identities. To date we have re- 
ed and tabulated 19,131 of the replies, the results are being carefully tabu- 
| and we are being very cautious and objective in this task. Once all the 
rmation is compiled the results will be made public. 
However, in view of certain questions which you asked Mr. Harlow Curtice, 
esident of General Motors, at your public hearing on Wednesday, December 7, 
cerning the basic causes of the practices known as automobile bootlegging and 
replies, I felt compelled in the public interest and in the interest of a factu- 


4073 
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ly sound record that you should have the following information for use in 
ection with your consideration of the problem: 8,276 General Motors de; 
voluntarily replied to. the questionnaire. 6,047 of them indicated them 
there was a need for congressional study or Federal legislation with rega 
tomobile dealers’ problems in the field of automobile marketing, S6D felt 
vas no such need. The remainder either did not answer this particular que 
answered miscellaneous, 4,069 indicated “pressure from factories to 
cars than needed” was one of the primary causes of bootlegging. 
\lso, I have conferred with over 150 representative dealers from large, s) 
ind moderately sized cities during the past 3 days in California for om 
ittee. In these conferences where dealers have discussed their problems fr: 
\ mation of their feeling is that 90 percent are strongly resentful of the pres 
contracts which are so one-sided in favor of both the General Motors 
compan ‘y are most anxious to see something done to pro 
nutualit tract in the automobile retailing field. 
| continuing source of satisfaction to the memlx 


} 


be able to cooperate with you and your 


the cooperation you have shown us in 
problems. Regards, 
A. S. MIKE MONRONEY, 
States Senator, Chairman, Subcommittee on Automobile Marl 
ng Pract s of the Neonate Committee oi Interstate and Fore 


omnierce, 


O’MAHONEY, 
WN ish ngton, D 2 

t with several automobile dealers in Arkansas brings infor 
nany of them are under unreasonable pressures from man 
rease sales even though to do so it becomes necessary for th 

acrifice all profit and incur credit risks and obligations that are « 

ine with sound business practices. I believe your committee is on the rig 
nd I trust you will pursue the automobile manufacture dealer relati 

il the true condition that now prevails and thus prot 

‘alers from beit nade the victim of monopolistic tactics. Regards, 
JoHN L. McCLELLAN, 
United States Senate 


*"MATIONEY, 
Vv ashington, p: Gs 


f attempts to create monopoly in the automobile industr 
Steps must be taken to prevent monopoly and to prot 
independents in the industry. I agree wholeheartedly with object 
Lio! You have my fullest cooperation, 
JAMES QO, EASTLAND, 
United States Senato 


Hon. Josepu C. O’MATLONEY, 
intitrust and Monopoly Subcommittee, 
United States Senate: 


While I have always been an advocate of small business and the independent 
businessman, at the same time I have not been an opponent of big business 
and I hope that the present hearings will result in better understanding betwee 
manufacturers and the automobile dealer 

J. GLENN BEALL, 


United States Senate 


Senator JoserpH C. O'’MAHONEY, 
Washington, D. C. 


DEAR SENATOR: Each day this week I have endeavored to arrange my schedule 
so as to be able to attend the important hearings being conducted by your su 
committee Unfortunately, a number of longstanding commitments away f 
Washington have prevented my being present. However, I would greatly 
ciate your kindness in making known to those present, and to the record, 
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t 
Lie 


ate of Maryland and elsewhere compose the 


subject of your inquiry Unquesti 


il theref ! ‘tu hat o1 


alleviat 


prise. They all too oft 


‘and the supplies under 


the tri 


recently, your rk in conducting these hear 


our dedication free competitive 


Hit 


O’MAHONEY, 
Washington, D. ¢ 


familiar with the problems and unrest and 
the dealers of my State. Fo 


law 


uncertainty and 


failure which prevails among 
glad to sign into law a dealer manufacturing licensing 

‘gislature hoping that such legislation would not only protect 
il automobile dealer in some smal 
your committee hearing May I 


lease 


but would relieve the retail 
ve followed with great interest 
ongratulate and commend you on 


- your impartial attitude. I 
p how It is indeed an acute problem. 


OrvaL EB 


Governor of Arkansas 


SECTION II. Communications From Drauers’ ORGANIZATIONS 
ARIZONA 
COOLIDGI 


JOSEPH O' MAHONEY, 
Chairman, Senate Antitrust and Monopoly Subcommittee, 


Senate Office Building, Washington, D.C.: 


i study of your subcommittee of General Motors and its deplorable rela- 
ns with its dealers is greatly appreciated by the dealers in the State of Arizona 
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and they look to your committee for the protection of small business and the e 
omy of a great industry. Thank for what you are doing. Please don’t stop noy 
Respectfully, 
BRADLEY SIzeEr, 
President, Arizona Automobile Dealers Association 


PHOENIX 
DECEMBER 1 
Hon. JosepH O'’ MAHONEY, 
Chairman, Senate Antitrust and Monopoly Subcommittee, 
Senate Office Building, Washington, D. C.: 


The automobile dealers of Arizona are following with great interest y 
committee’s investigation of the General Motors Corp. and its relationship w 
its dealers and are studying carefully all of GM statements regarding its 
ngness to make contractural changes which they imply are in dealer interest 
Many of the GM dealers in Arizona question where or not anything offered sv 
far by GM will have any beneficial effect on the deplorable situation that now 
exists between GM and its dealers. It is the belief of many that under 
proposed changes GM dealers can still be coerced, intimidated, and even eli: 
nated if they do not measure up to the so-called factory standards. Because « 
this, this association urges that you and your committee not be misled by GM 

tatements or prosposals but rather you will continue your investigation until 
ufficient facts for the establishment of legislation compelling fai 
] 


ier contracts. 


f 


ile dea 
CLINTON A. STEINHOFFP, 
Vanager, Arizona Automobile Dealers Associatio 


ARKANSAS 


Hon. JOSEPH O' MAHONEY, 


hairman, Senate Antitrust and Wonopoly Subcommittee: 


Chis association warmly congratulates you and your committee on your f 
and impartial hearil ensitive problem, the contractual relationship b« 

en automobile dealer and his factory. You have our sincere thanks for 
it has given our dealers a hope for the future that has beer 


cking. This is a small State of small dealers whose greatest hope 


Vv well done. 


the encoura 


velment we get from you and the Members of Congress. 


GEoRGE H, BENJAMIN, 
tkhansas Automobile Dealers Association 


COLORADO 
DENVER 


Senator O’ MAHONEY, 
United States Senator from Wyoming, 
Senate Office Building, Washington, D. C.: 


The board of directors of the Denver Automobile Dealers Association wishes t: 
express their appreciation to you and your committee for the investigation that 
you are now conducting in behalf of the new-car dealers and the public. Unless 
the manufacturers will key their production to the public demand for cars and 
trucks the franchised dealers will be unable to exist. This principle is the 
lifeblood of the franchised new-car dealer. Without a fair profit made possible 
by controlled production by manufacturers the new-car dealer as a small-business 
man will be only a thing of the past. 

DENVER AUTOMORILE DEALERS ASSOCIATION BOARD OF DIRECTORS 
By J. J. Marsu, President. 


DECEMBER 5. 
Hon. Josepm C. O’MAHONEY, 
United States Senator from Wyoming, 
Senate Office Building, Washington, D. C. 
DreaR SENATOR: You were sent a telegram yesterday of appreciation on the 
actions taken by your committee, signed by Mr. J. J. Marsh, president of Denver 
Automobile Dealers Association board of directors. 
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In addition to this telegram the attached wire was transmitted to Mr. Harlow 
rtice signed by the Colorado Automobile Dealers Association. 
Poth the Denver and Colorado associations operate from this office. 
May I personally thank you for the great job you are doing on behalf of all 
franchised dealers of America. 
Sincerely, 
COLORADO AUTOMOBILE DEALERS ASSOCIATION, 
DENVER AUTOMOBILE DEALERS ASSOCIATION, 
Tom BrRADEN, Manager. 
HARLOW CURTICE, 
President, General Motors Corp., Detroit, Mich.: 


Congratulations on your forward step, taken voluntarily, extending dealer 
wt to 5 years. Regret that same forward policy at present not reflected in 
‘ral Motors attitude toward Colorado licensing law which sponsors fair 
ent to both factories and dealers. 
COLORADO AUTOMOBILE DEALERS ASSOCIATION, 
Tom BRADEN, Manager. 


CONNECTICUT 


HARTFORD 
DECEMBER 6. 
r JoserH C. O’MAHONEY, 
Senate Office Building, Washington, D. C. 
ne of our Buick dealers in Connecticut think that your committee should 
that certain dealers were asked on Saturday by their Buick factory rep- 
tative to send congratulatory wires to Harlow Curtice and, if they saw 
re your committee that they were perfectly happy with their factory- 
relationship. These newly appointed Buick dealers felt that they could 
e this request since it was presented as a way of gaining favor with 
ory. 
CONNECTICUT AUTOMOBILE TRADES ASSOCIATION, INC., 
Cart R. LANE, Berecutive Vice President. 


DECEMBER 8 
JOSEPH C. O’MAHONEY, 
Senate Office Building, Washington, D. C.: 


e executive board of the Connecticut Automotive Trades Association met at 

ford, Conn., today, December 8, to discuss the current investigation of 
il Motors, which your committee is conducting. 

association numbers among its members most of the new-car dealers in 
necticut and there are dealer representatives on our board from every section 
he State. We had, therefore, a good cross section of the thinking of Connnecti- 
ealers on this problem of dealer-factory relationship. 
\fter thorough discussion we wish to commend you and your committee for 
manner in which you have conducted the investigation. You have shown a 
rkable insight and understanding of the problems and relationships in- 
d. We sincerely want you to know that we are 100 percent behind Fred 
and NADA. 

Ve, as dealers, seek no special favors not enjoyed by other merchants. We 
only to be allowed to operate our own businesses without dictation from our 
ries and without fear of reprisals for failure to comply with factory orders. 

he promise of a 5-year contract is a step in the right direction, but it is mean- 
gless unless accompanied by changes in the contract itself, and regulation of 
distribution of motor vehicles. 

We urge you to continue your efforts to bring these inequities to light in order 

freedom of contract be restored to this industry. 

CoNNECTICUT AUTOMOTIVE TRADES ASSOCIATION, INC. 
Harry H. Brown, Jr., President. 


DECEMBER 8. 
Senator JOSEPH C. O’MAHONEY, 


Senate Office Building, Washington, D. C.: 
The Delaware Automobile Dealers Association, representing the majority of 
w-car franchised dealers in the State of Delaware, congratulate you on your 
onduct of the hearings presently being held by the Senate Judiciary Subcom- 
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‘anchised automobile dealers throughout the country are indebted to 
the 
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news expressed by 





the General Motors dealers who have t 
upported 100 percent by our members. We salute the courage of 
business men who risk all to express the views of America’s ne 

chised dealers against the inequities of their selling agreements. 

DELAWARE AUTOMOBILE DEALERS ASSOCIA’ 
Pau. J. Roney, Mrecutive Secretary. 


INDIANA 





I 





NDIANAPOLIS 
O' MATIONEY 


le ONi« Building, Washington, iD. C.: 


Our highest commendations and appreciation to you and your commit 
ye ( ellent pe epl and fine sense of fairness Testimony given tO 
CO ittee by dealer withesses to date accurately reflects the problems of h 
ana dealers. Dictation whether by force of bigness or by inequitable one-si 
contracts must be recog ed for what they ure and accordingly rectified 
ent prise a d ou form of government is to survive. 


AUTOMOBILE DEALERS ASSOCIATION OF IN 
torr. G. McLane. President. 





KENTUCKY 


LO 





ISVILLI 


LONEY 


‘omniittee, 


United States Senate Wasi] naton, Fy. 7. 
Members of the Kentucky Automobile Dealers Association join in congra 
sy on the excellent service you and your committee are doing for 
Line urrent hearings, and especially for your efficient and sincer 
handli oceedings. We fervently hope that the result of your efforts 
] } 





the present situation which is detrimental not only 
e dealers, their employees and families, but to the public as well 
LEW ULLRICH, 


rector Kentucky Automobile Dealers 





Associati 







LOT 







ISIANA 


BOSSIER CITY 








losepH C, O°7MAHONEY 


Senate Office Buildina: 


members of your subcommittee for the aggressive, intelligent, and cor 
ious handling of the General Motors investigation. You have brought 
iblic focus the gross inequities under which automobile dealers are forced 
‘ate in their contractual relationship with manutacturers. Tangibl 
nee of your effectiveness is the gesture of Mr. Curtice in extending GM 
acts for 5 years. This is a spectacular play for publie opinion in order to 





stall the threat of congressional action. We know that you and your com 


e will not be swayed by this gesture, but will continue to press your inves 
n whieh will bring about fairer, more equitable contracts and relations 
en manufacturers and dealers. 


SHREVEPORT-BossteR NEW Car DEALERS ASSOCIATION 







NEW ORLEANS 








or Josepu C. O’MAHONEY, 
Senate Office Building. 


ish to record with your Senate Judiciary Subcommittee the wholeheat 
rrence and support of the testimony of Adm. Frederick J. Bell, executiv: 
vice president of the National Automobile Dealers Association before you 0! 
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» would not subtract or change a word of his a¢ 
inchised automobile dealers unfortunate and ut 


LOUISIANA AUTOMOB E DEALERS ASSOCIAT!I 


sEpH C. OMAHONEY, 
Judiciary Committee, 
Senate Office Building. 
ip thinks Fred Bell’s statement of last week exceller 
lealer situation and hopes a fair franchise is essent 


nequities by five is no real relief 
AUTHORIZED New Car & TrRu¢ 
ASSOCIATION, OF THE NEW ORLEAN 
WiLey L. Mossy, Jr 


MASSACHUSETTS 


BOSTON 


lding: 
needs a bilateral selling agreement new 5-year contract is a 
; dealers will still operate with a 90-day cancellation clause 
ads. All dealers of this Commonwealth and of the Nation 
rk of your committee. 
MASSACHUSETTS STATE AUT 5 DEALI 
WM. A. PLUNKETT, recut President. 


‘iS ASSOCIATION, 


MINNESOTA 
MINNEAPOLIS 


H. HOMPHREY, 
Building, 

i ashinoton, DD. ¢ 
Automobile Dealers Associ:tion, representing 1,055 franchised deal- 
itive of efforts of Senator O'Mahoney and committee relative 
now existing between franchised 
Senator 


st appreci 
unfair and one-sided contract 
ler and manufacturer. We appeal to you to contact 
mey and assure him that dealer attitude in Minnesota toward manu- 
rers closely parallels testimony before his Senate committee. We would 
ppreciate receiving copy of your communication to O’Mahoney so we 

w Minnesota dealers another typical example of fine cooperation you 
ring this life and death struggle with manufacturers. They 


1 


ng them du 
n thanks and best regards. 
MINNESOTA AUTOMOBILE DEALERS ASSOCIATION, 
Leo Faricy, General Manager. 


MISSISSIPPI 
JACKSON 
DECEMBER 8 


r JOSEPH C. O’MATIONEY, 
airman, Senate Judiciary Subcommittee on 


Senate Office Building: 


intitrust and Monopoly, 


behalf of the 500 small-business men comprising the membership of 
sippi Automobile Dealers Association, I want to commend you and your 

eagues for your study of autombile merchandising and urge you to continue 
research into all phases of our great industry. 


C. H. Hawkins, President, MADA. 
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MISSOURI 
JIEFFERSON CITY 


CP NMEAHIONE 
Senatc O Building: 


souri Automobile Dealers Association continues to watch with 
nterest the proceedings and marked advances of your committee. 
mpressed reaction to the General Motors selling agreement extension is j 
ative of your knowledge of the many thigrant inequities confronting dk 
today In substance dealer witnesses who have followed our Mr. J. E. T: 
Jr., give further testimony to arrangements of unilateral proportions control] 
the franchised automobile dealers, who buy from monopolies and sell in a |} 
competitive market You have our heartfelt gratitude and pledge our cont 
support 
Missourr AUTOMOBILE DEALER ASSOCIATI 
JAMES A. GorMAN, recutive Secretary 


MONTANA 
BILLINGS 


Senator JOSEPH C. O’MANHONEY, 
Senate Office Building, Washington, D.C.: 

The Montana Automobile Dealers Association now assembled in convent 
wish to express their appreciation for your diligent efforts and impartial cor 
duct of the General Motors hearings now before your committee. 

More than 800 retail franchised dealers of all makes unanimously support 
the testimony of the National Automobile Dealers Association and the testif 
dealers, 


We feel the evidence presented to your committee will help to remove the 
abuses and coercive practices now imposed on dealers by all manufacturers and 
bring back standard and ethical relations between them instead of the unilate: 
contracts now offered to the dealers. 

This will remove the fear and pressure from the dealers and permit them to 


operate their own independent businesses on a businesslike basis which will 
help stabilize the entire industry which is in the public interest. 


MoNTANA AUTOMOBILE DEALERS ASSOCIATION 
NEBRASKA 


LINCOLN 
DECEMBER 6 
Senator JoserpH O’MAHONEY, 
Chairman, Antitrust Subcommittee, 344 Senate Office Building: 


The following are resolutions that were adopted at the annual convention 
of the Nebraska New Car Dealers Association on last Friday, December 2. This 
clearly demonstrates the attitude of Nebraska dealers and we feel they should 
be made a part of the record that is now being developed. 

Resolution No. 1 adopted by the Nebraska New Car Dealers’ Association in 
regular convention assembled on the 2d day of December 1955 at Omaha, Nebr 

Whereas automobile manufacturers are primarily interested in retaining 
their percentage sales in the open market regardless of whether or not the 
franchised dealer makes a profit; and 

Whereas negotiations and conferences between the franchised dealer and 
factory representatives have been ineffective in solving these existing and 
growing problems that are bringing economic ruin upon franchised dealers; and 

Whereas new car franchised dealers have been subjected to a series of abuses 
and coercive practices by their manufacturers, some of which are inequities 
of long standing, to wit: 

1. Packing of sales territories, both metropolitan and rural, with’ stimulator 
dealer whose inadequate service facilities are detrimental to the general econ- 
omy and a menace to customer safety and satisfaction by reason of the inability 
of such dealers to fulfill warranties and render efficient service. 

2. Forcing franchised dealers to sell at a loss due to excessively high pro 
duction and under threat of refusal to renew dealer contracts. 


3. Failure of the factories to control bootlegging. 
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Coercing franchised dealers into using unethical advertising of crazy 

int gimmicks and forcing dealers to purchase and use poorly conceived 
ising sales Campaigns, materials, and useless equipment. 

Ridiculous badgering of franchised dealers for daily, 10-day, and monthly 
reports Which are unnecessary, time consuming, and expensive and of no 
to the dealer. 

Deliberate delay and obvious stalling tacties in filling dealers’ orders for 
eady sold until such time as unsold cars remaining in the dealers’ inven- 
e disposed of regardless of price. 


Manufacturers’ car distribution systems are presently antiquated, confused, 
} 


sales 


ent, and highly detrimental to the efficient operation of dealers’ 


auteral contracts which protect only the factory. 

Dealers’ profits have dropped to the lowest point in automobile retail 
vhile the Big Three automobile manufacturers have enjoyed their greatest 
This condition exists for the following reasons: 

Production of automobiles has been expanded to an alltime high. 

The factories receive payment and full profit at the time of delivery of 
ibiles to the dealer. 

rhe franchised dealers are therefore the manufacturers’ real customers 

e the underwriters of the manufacturers’ operations. 

The dealers are forced to sell at practically no profit to keep pace with 
gh production. 
Iintry of manufacturers into the open market in the sale of automobiles 

cks to Federal Government, States, and other political subdivisions and 

y personnel with resultant adverse price publicity and the consequent 

of the used-car and truck market by direct sale to the general public. 

\ recently developed movement on the part of some manufacturers to dis 

responsibility for defective workmanship and materials, thus placing 

complete responsibility for warranty upon the franchised dealers: Now, 
e, be it 
ed, That the Nebraska New Car Dealers’ Association in regular con 
issembled in Omaha, Nebr., this 2d day of December 1955, while hereby 
ing their opposition to economic controls, believe that it may be neces- 
settle our dealer-factory differences through legislative means rather 
ough negotiations and conferences; and be it further 

red, That the Nebraska New Car Dealers’ Association firmly insists that 

there is immediate and satisfactory improvement in the unilateral and 
table relationships now existing between manufacturer and franchised 

that there is no alternative except for the association to strenuously 
for the passage and enforcement of a stronger manufacturers’ licensing 
the next session of the Nebraska Legislature; be it further 
olved, That officers and committees of the Nebraska New Car Dealers’ 
ation initiate action looking toward the development of State and, if 
ry, Federal legislation unless reasonable progress is reported indicating 
rovement in dealer-factory relations before February 1, 1956; be it further 
solved, That a copy of this resolution be spread upon the minutes of this 

g and that copies thereof be transmitted to the O’Mahoney subcommittee 

United States Senate, to the president, central, regional, and zone execu 
of each automobile manufacturer whose new cars are sold in the State of 
ska; to the Governor of Nebraska, and all members of the Nebraska legis- 

to all members of the Nebraska congressional delegation, to the National 
obile Dealer Association, to all new-car dealers in the State association 
> all new-car dealer State associations, 

olution No. 2: 


hereas the automobile business is currently plagued by advertising which 
to mislead or deceive; and 

ereas such misleading or deceptive advertising, whether in the newspapers 
| the air waves, has the effect of destroying confidence in automobile dealers 
erchants, and debasing the business; and 

ereas such destruction of confidence results in increased expense for all 
rs including those who utilize deceptive practices as well as those who do 
for it is well recognized that doing business in an atmosphere of doubt and 
picion adds greatly to the cost of doing business; and 

ereas offers, come-on, and inducements used in automobile advertisements 
have the effect of causing customer doubt and suspicion as to the particular 


\} 
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of automobile whose dealer uses such deceptive practices: Now, 
d, That the Nebraska New Car Dealers’ Association at its conver 


held in Omaha, Nebr., December 2, 1955, 


go on record as severely conden 
wh advertising and urging its members to adhere strictly to ethical pract 


JoHNn B. Qui 
NEW HAMPSILIIRE 


CONCORD 


DECEMBER 


4 PH ¢ (VALAHONEY, 
enate Judiciary Co pmiltee, Washington, D. C.: 
The offer by General Motors to extend dealer contracts from 1 to 5 year 4 
ersionary action and evidence of General Motors’ realization that such « 
ract re basically inequitable. Extension of factory dealer contractual 1 
mship without correcting the fundamental inequities ignores the fact that the 
iutomobile business is being forced through such contracts into unb 
e practices whic ire detrimental to the public and the Nation’s econ 
\\ e the committee consider the evidence of coercive factory practice 
esented and realize that this practice in itself prohibits the committee fri 
ol ning a clear picture of the widespread extent of the control manufactw 
ots over their dealet 
Joun D. Orr, 
Vew Hampshire Automobile Dealers Associatir 
NEW JERSEY 
NEWARK 
DECceEMBEI 
i] joseru CC. O' MAHONEY, 
leting Chairman, Senate Judiciary Subcommittee on Antitrust and Monop 


Nenate Oni« Building 


e SSI factory-franchised new car dealer members of the New Jersey At 


lation appreciate the fair and understanding manner in which 
your committee are developing the most important subject to deale 


ng agreement Removal of long-existing inequities in dealers’ selling agree 
ent is tal to the future of the retail automobile industry, to the public, 
our entire economic tructure. The proposed offer of General Motors to [ 
tend the life of their dealer selling agreement from 1 to 5 years is meaningless 
long as the present 90-day cancellation Clause remains as the manufacturer's 
erogative in the agreement. The 5-year life of the selling agreement will 
itself eliminate or curtail pressure, coercion, or intimidation of dealers | 
esentatives of the manufacturers. For many years factory-franchised new 
ir dealers for all makes of cars have consistently worked for an equitable con 
ct to replace the present unilateral agreement. This remains the continuing § f 
hope of every 


reputable factory-franchised dealer and in expressing our dee} 
egards for your work up to the moment the members of the New Jersey Au 
motive Trade Association earnestly bespeak your continuing efforts in this regard 


WILLIAM IL. MALLON, 
Secretary, New Jcrsey Automotive Trade Associatioi 


RED BANK 


DECEMBER 15 
Senator JoserpH C. OTMAHONEY, 


icting Chairman, Senate Judiciary Subcommittee on Antitrust Monopoly, 
Senate Office Building: 

The Monmouth County Automobile Dealers Association of New Jersey appre- 
ciate the interest you are taking in the automobile dealers’ problems. We hope 
you will continue your efforts to obtain from all auto factories a contract fair 
to the dealers as well as the factories. 

MonMoutH County AUTOMOBILE DEALERS ASSOCIATION, 
Jomun KE. Batiiy, Secretary. 
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NEW MEXICO 


ALBUQUERQUI 
DECEMBER 8. 
epH C. O’MAHONEY, 
ted States Senator, 


Venate Office Building, Washington, D. C.: 


© annual business meeting of the New Mexico Automotive Dealers Asso- 
held December 7, the splendid work of yourself and your committee to 
the contractual inequities between dealer and manufacturer was warmly 
The appreciation of the membership present is hereby tendered. The 
of dealers who have appeared before your committee 


reco inted, ade- 
ie situation facing franchised dealers. 


NEW Mexico AUTOMOTIVE DEALERS ASSOCIATION, 
WILLIAM RANDOLPH, General Manager. 


NEW YORK 


ALBANY 


DECEMBER 7. 
JosepH C. O’MAHONEY, 


Senate Office Building: 
ore than 2,000 franchised automobile dealers of this association appre- 
fair and impartial hearings of the manufacturer-dealer problems which 
vour fellow committee members have made possible. As small-business- 


members are indebted to you and your committee for your sincere and 
ener approach 


New YORK AUTOMOBILE DEALERS, INC., 
By Joun J. Evers, Jr..hvecutive Vice President. 
President. 


BUFFALO 


DECEMBER 7. 
H C. OOMANUONEY 


1? 


van, Senate Antitrust and Monopoly Subcommittee. 


ers of our association numbering 147 in Buffalo and on the Niagara 
have been watching wtih interest the reports of the proceedings of 
tee as they relate to our industry. We sincerely appreciate the interest 
ir committee has shown in the plight of automobile dealers and your 
insure for them a fair and equitable franchise. 


BUFFALO AUTOMOBILE DEALERS ASSOCIATION, INC.. 
E. E. TuNMmore, President. 


LONG ISLAND 


DECEMBER 7 
OsEpH C. O'’MAHONEY, 


Office Buildina: 


ons on your interest in behalf of the automobile dealers of Brook- 


Long Island and elsewhere throughout the country. Keep up the good 


HeENrY EISENHAUI 


Rarecutive Vice Presider t, Brooklyn and Lona Island Automobile 
| Dealers Association, 
: 
SYRACUSI 
D MBER 7. 
PH C. O'’MAHONEY. 


d States Senate Office Buildina: 


ations for a job well done in behalf of the small-business men—in 


ce the automobile dealers. Your interest in the welfare of this coun- 
emplified in your fair and courageous efforts in a situation that des- 
needs such action. 


Sruart C. BALLARD, 


Lrecutive Vice President, Syracuse Automobile Dealers Association. 
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NORTH CAROLINA 


RALEIGH 


DrECEMRBI 


Senator JOSEPH C. O’MAHONEY, 
icting Chairman, Nenate Judiciary Subcommittee on Antitrust and Von 
Nenate Office Building: 
The members of our association wish to express their appreciation to you for 


the interest you are displaying in behalf of their problems as small-business n 


CHARLES G. CONN, Jr., 
President, North Carolina Automobile Dealers Associat 


NORTH DAKOTA 


FARGO 
DECEMBEL 
Ilon. JOSEPH C. O’ MAHONEY, 
nited States Senator, Senate Office Building, Washington, D. C.: 
At a meeting of the dealers in district No. 1, Automobile Dealers Associa 
of North Dakota, the following was unanimously adopted: Dealers in above 
district, assembled at Grand Forks, N. Dak., this 14th day of December 1955, 
do hereby send our sincere thanks to Senator O'Mahoney, of Wyoming, for his 
intiring efforts to bring out all the facts relating to the factory-dealer relations 
problems. We compliment him on the manner in which he has handled the 
hearings investigating the automobile business. We trust, Senator O’ Mahon: 
hat you will continue your efforts so that eventually the dealers of this n: 
may obtain an equitable two-way contract with their respective manufacturers 
HENRY NYGARD, 
Director, District No. 17, 
futomobile Dealers Association of North Dakot 


OHIO 


CLEVELAND 
DECEMBER § 
Lion. JosEpH C. O’MAHONEY, 
United States Se nate: 


Qur Industry commends you and your committee for your effective work in 
behalf of our industry. 
R. Eakt Burrows, 
Cleveland Automobile Dealers Associat 
| 
COLUMBUS 
DECEMBI 
Senator JosepH C. O’MAHONEY, 
icting Chairman, Senate Antitrust Subcommittee, 
Senate Office Building: 

This association, representing 2,000 franchised motor vehicle dealers in Ohi 
respectfully requests that you and your subcommittee make every effort to 
correct the inequities in present day dealer franchises, that the abuses and 
coercive practices of manufacturers be eliminated to the end that the public 
elations of the whole industry are greatly improved and the necessity of legis- 


lation by the various States eliminated. 
Onur Avro DEALERS ASSOCIATION, 
WALT R. HAmer, Faccutive Seereta 
OKLAHOMA 
PONCA CITY 
JANUARY 10 
Senator O’MAHONEY, 


Nenate Offi e Buildina: 


We heartily agree with you as tu need for relief for dealers for factory 


Ponca City NEW CAR DEALERS ASSOCIATION 
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OREGON 


OREGON CITY 


DECEMBER 12 
JosepnH C. OO MAHONEY, 


© Office Building: 


mmend you and your committee for the efforts and progress put forth into 
estigation of the auto industry. We earnestly urge you to continue you 
on behalf of the small-business man in order that we ultimately find 
to preserve our livelihood in the American economy in the future as i 


OREGON Crry AUTOMORILE DEALERS ASSOCTIATIO? 
JOHN F. Hupacn, President. 


PENNSYLVANIA 
HARRISBURG 


sePH C. O MAHONEY, 
cof the Liuited States, Senate Office Building, 
Washington, D. C 


iger of the Pennsylvania Automobile Dealers Association, representing 
in 3,000 automotive merchants in the State of Pennsylvania, | want to 
you on the fairness with which you have conducted the hearings at 
igton. The following copy of a telegram to NADA Executive Vice Presi 
Bell should be of interest to you: 
itulations on accomplishments to date. Keep up the good work. I 
1 will not allow the 5-year agreement to fool you. Committee should be 
rmed about addendums to sales agreements. Sales agreement can be 
ieless by practices currently in force such as requirement on factory 
tage of sales wtih implied threats of added dealers in zone of 
Dealers can still be canceled at Pleasure of General Motors if str 
quirements such as expensive (and in many cases uncalled for) operating 
es are not met. 


ercel 


Vhat good is a franchise if Chevrolet demands 42 percent of price class or 
If Buick demands 12 percent of the market or else. If Oldsmobile requires 
it of the market or else. If dealer is convicted before he appears be 

General Motors packed jury in case of appeal from cancellation of 
e Regards.” 


i e course of the past 24 hours, I have talked to dozens of dealers in Pennsy! 
indling G. M. products and while they are enthusiatic about the progress 


mittee is making, they still feel that they have the 90-day cancellation 
inging over their heads and we trust you will continue your good work 
vou can throw a bone to the dealers of America and the public and 
iy get the impression that the cancer has been removed. Such is not 
e in this so-called 5-year contract because the 90-day cancellation clause 
ntained and a dealer can still be canceled for the same causes as here- 
Of course, Senator, you understand that dealers can still be pressured, 
timidated into doing things that are unsound financially. Regards 
C. S. KLueGH, 
Vanaver, Pennsulvania Automotive Association. Harrisburg, Pa. 


DECEMBER 7. 
OSEPH (', O'MAHONEY, 
United States Senate: 


permost question in the minds of all GM dealers who have talked to ns 
an GM be serious about eliminating bootlegging when they continu 
icture motor vehicles in such large volume that dealers in order t 
‘p F “market penetration” required of them are forced t 
ring as the only method of disposing of surplus vehicles. We have be 
ibout dealers’ reaction on the 5-year GM agreement. Comments from G°* 
various sections of Pennsylvania, indicate that although press r 
vy lead the public into believing that GM has done something wondert 
dealers, they, the dealers, have not been fooled and realize, for exampl 
e 90-day cancellation clause has not been changed and the pressure f 


Ce © ~ 


ce class” or 


or “market penetration” continues regardless of dealer pro 
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Dealers contend further that regardless of testimony about “‘cars being shi 
only on order” that the old price-class-or-else policy has not been changed 
that they must voluntarily—and I use this word “voluntarily” advis« 
order cars in line with factory demands and many times under pressure whi 
iccording to dealer statements, seldom if ever put in writing. 









CLAUDE S. KiucH, 
General Manager, Pennsylvania Automobile Association) 


SHENANDOAA 






JANUARY 10 





Senator Josepn C. O’MAHONEY: 







The board of directors of Schuylkill County Automotive Association u 
mously went on record in approval of your study of the automobile distribu 
practices. Keep up the good work; we are 100 percent behind you. 

SCHUYLKILL COUNTY AUTOMOTIVE ASSOCIATION, 
C. E. Batr, President 








RwHopeE ISLAND 


PROVIDENCE 







DECEMBER 
lion. Joun O. PASTORE, 


Providence, R.1.: 







Members of the Rhode Island Automobile Dealers Association are following 
with keen interest hearings now before Senator O’Mahoney’s subcommittee 
While much remains in the way of testimony to be heard it is apparent that 
hearings have accomplished and will accomplish some good. We request that 
you advise Senator O'Mahoney of our keen interest and support of his heari 
which it is hoped will result in more equitable conditions for small-business met 
Thank you for your interest and cooperation. 











Ruope ISLAND AUTOMOBILE DEALERS ASSOCIATION 
Hon. AIME J. FORAND, 


Pawtucket, R. I.: 
Members of 







the Rhode Island Automobile Dealers Association are following 
with keen interest the hearings now before Senator O’Mahoney’s subcommitte: 
Vhile much remains in the way of testimony to be heard, it is apparent that 
hearings have accomplished and will accomplish some good. We request that 
you advise Senator O'Mahoney of our keen interest and support of his hearings 
which it is hoped will result in more equitable conditions for small-business 
men. ‘Thank you for your interest and cooperation. 














Ruope ISLAND AUTOMOBILE 





DEALERS ASSOCIATION 





SOUTH CAROLINA 


SPARTANBURG 








DECEMBER 






lion. Josern C. O' MAHONEY, 
United States Senat 





Nenate Office Buildip ic. VW ashington, dD. er. 







DeAR SENATOR O'MANONEY: The Spartanburg Automobile Dealers Associati: 
mprising the franchised new-car dealers in this area, in meeting assemble 


wish to thank you fre 





mn the bottom of their hearts for what you have done and 







doing to make us independent merchants in the real American manner 
Your statement of November 25 at the opening of the hearing is a masterpir 
f truth. Indeed, “the only way the people of America can win the cold war 





aintaining free enterprise in America without control, either by Gove 
nt or by big business.” 


l’‘rom the facts 


leans to 


brought out at your hearing, you can understand how much 
automobile dealers, their families (and their large investments), their 
employees—for the United States Senate to assure them of a fair and equal 
pportunity in the American economy. 

Hlere’s wishing you and yours a merry Christmas, the best New Year you've 
ever had, and—in the words of Tiny Tim—‘May God bless you.” 












SPARTANBURG AUTOMOBILE DEALERS ASSOCIATION 
ERNEST BURWELL. 
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SOUTH DAKOTA 








SIOUX FALLS 







- Josepn C. O’MAHONEY, 
ing Chatrman, Senate Judiciary Subcommitiee, 
Washington, D. C.: 

ice action on selling agreements commendable but contractual terms re 
deplorable. We urge that the committee be not mislead by one confession 
there are a multitude of contractual provisions that should be corrected. 
' ’ > Payal , 

Respectfully, 











SoutTH DAKOTA AUTO DEALERS ASSOCIATION, 
lL). B. Bropertck, Manager. 







TENNESSEER 











NASHVILLE 
DECEMBER 8. 





Senator JosepH O’MAHONEY, 
Senate Office Building: 






approximately 800 new-car dealers in Tennessee heartily applaud and 

end the conduct of the hearings before your Senate Judiciary Subcom- 

( For the first time, the public is being made aware of the plight of these 

ers, together with their approximately 21,000 employees and the approxi- 

y 100,000 Tennesseans directly or indirectly dependent upon this industry 

for their livelihood. It is felt that the testimony before this committee is neither 
eading nor has it tended to leave the public misinformed. We appreciate 
congratulate you for the fairminded manner in which you have conducted 










arings 





Davip P. WHELCHEL, 
Automotive Association. 







E.vreeutive Vice President, Tennessee 














UTAIT 





SALT LAKE CITY 





DECEMBER 7. 
Senator Josepn C. O’MATIONEY, 
Senate Office Building, Washington, D. C.: 






Congratulations and thanks your efforts in behalf automobile dealers. The 
I)A story, as presented by Admiral Bell, is true and has not been exaggerated 

( tions reported in Bell testimony definitely exist. In Utah 5-year sales 
lent better than 1 year, but still is very one-sided in favor of manufacturer 

r investment and risk entitles them to bilateral contract instead of present 










ry-dictated agreement. Urge you continue efforts until dealers have con 
that will remove them from present captive conditions. You are great. 
Keep up the good work. 









UTAH AUTOMOBILE DEALERS ASSOCIATION, 
ELIAS J. STRONG, 





Executive Vice President 










WASHINGTON 







TACOMA 





itor JoserH C, O’MAHONEY, 
United States Senate: 

Dear Str: Washington State Automobile Dealers Association wishes to con 
gratulate you on your fearless investigation of conditions governing relations 
between General Motors and its dealers. Many of our dealers are receiving the 

e treatment as outlined in dealer testimony presented at your hearings 
Public interests will best be served, we believe, by further disclosures of pres 
sure methods used by the large automobile corporations on their dealer bodies 
WASHINGTON STATE AUTOMOSILE DEALERS ASSOCIATION, 
JAMES GILCHRIST, 











President 
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WEST VIRGINIA 


ShOCK LEY 





DECEMBEI 
Senator O'MAHONE 


Nenate Office Building: 
your suggestion to Harlow M. Curtice concerning equitable selling agree 
the wholehearted approval of Raleigh County and franchised dealers 
RALEIGH COUNTY AUTO DEALERS ASSOCIATION 












CILARLESTON 





DECEMBER 
Senator JOseei O' MAWONEY, 


Nenate Judiciary Committee, Senate Office Building: 






Our deepest appreciation for fine work you are doing for new-car des 
Piicuir W. Keery, 


Board of Directors, West Virginia Automobile Dealers 








lssociat 






DECEMBER 4 
lion, Joserpu CC. O'MAHONEY 






letting Chairman, Subcommittee on Antitrust and Vonopolu, 
lnited States Nenate 





















Please permit us to extend our congratulations on the wonderful work 
ind your subcommittee are doing in the behalf of the new-car franchised dealer 
not only in West Virginia but throughout the United States. The reaction of 
ttl dealers has been wonderful. They agree wholeheartedly that new-car fran 
chised dealers are being unfairly high pressured by their manufacturers, sucl 
is unethical advertising forcing franchised dealers to sell at a 


do anything about bootlegging, 







loss, failur 
unfair selling contracts, and low dealer profit 
We definitely do not think the 5-year contract 
elief 8) badly needed 







will give the dealers the necess 













ARK, 





President, Automobile 





Dealers Association of West 
WYOMING 


CHEYENNE 








lion. J. C. O'MANIONEY, 


Scnate Office Building, Washinaton D. C.: 






Che automobile dealers of Wyoming are extremely proud of the fair way 


re conducting the hearings and we are 100 percent behind you 
everything. 





Thanks fo 









CLINT CORE, 
tutomohile Dealers Associa? 













SECTION Til. Communications From 





INbdIVIDUAL DEALERS 
ALABAMA 


MOBILE 








Nhat schat O fice Pu ling: 
Congratulations. General Motors oflicials well know what has been going 
If it was for the public good, to break up International Harvester from y 
to 7 dealer in a town and put them under an injunction for 17 years 
( hada M mick mower, a Deering, Osborne, Plano, and Milwaukee 
cliffs nt dealers in the same town, then why should General Motors be 
rempt As a result, Harvester never controlled the business and now you ha 


nany fine tractor manufacturers with good dealers in each town—John Deere 
\llis-Chalmers, Case, Minneapolis-Moline, Massey-Harris, Ford, Ferguson, Oliver 






nd others 


Standard Oil likewise was prevented from controlling the oil business about the 





ime time. Now we have many good and prosperous oil companies giving fine 
obs to more men and dealers without being in a position to push them around, 
4 ria? sthar ] 








e many other large oil companies competing for the men and 


— 3 
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irket Gulf, Sinclair, Pure, Shell, Texas, and a dozen other good com 
might well not have been here today had the Federal Trade Commission 
to act as it has with General Motors. 







FE. T. LuT?TReEwL Scort, 
Luttrell Truck & Tractor Co. 






ARKANSAS 











POCOTLON TAS 





DECEMBER 15. 





7 or O' MAHONEY, 
Senate Automobile Investigation Committee, 
Washington, D. ¢ 







,Sirk: Lam one of many dealers who feels that the investigation of auto 
nanufacturers is very much in order. Iam sure you have already found 
dealer franchise contract is a one-sided contract and that it would be 
to effect changes upon this contract legally, or legally find the manu 







rer wrong 
lere urea few things that are on my mind: 
\t our contracting session in October, the district manager signed me up for 
1956 tools and stated that the cost would be “approximately $75 or SSO.” 
ted that LT was not able to spend $200 or S300 on tools, but when the bill 
this month the tools were S376 Most of these tools are for working on a 
le, and IL tigure that the dealer couldn't get his money back in 10 years if 







‘ 





mired lots of rear axles 
You are familiar with the cooperative advertising fund. The contract 
he manufacturer stresses, that they pay most and you pay a little, 1 am 
hat Buick’s total advertising expenditure is for dealers, but my guess 
be S10 million annually. 
ck charges an average of $50 per unit to dealer. It is known they will 













(MM) cars this year. Simple arithmetic will show you that dealers are 
ting S24 million to Buick’s cooperative fund this vear. This needs to be 
uted 
[ noticed Mr. Curtis was very emphatic that General Motors had not put on 
new dealers but wanted their present dealers to reap the benefits of a 
y ng business suick has just put in a dealer (December 1955) in Walnut 





i town of 3,000 people 14 miles away, giving this dealer approximately 
00 trade territory from my original 50,000 trade territory, leaving me (and 
w dealer) a potential of only 25,000 population to make a living with a 
ced automobile. This is not enough and Buick’s action was not well 

red in this case In addition completely contrary to Mr. Curtis’ stat 


Buick zone office officials state that their program is to add several dealers 








“to get up registrations 


his information may be of some help in your study 












GLENN JOHNSTON, 






GLENN JOHNSTON 







CALIFORNIA 


BERKELEY 







O' MAHONEY, 









icting Chairman, Antitrust Subcommittee, 
VW ashington, D.¢ 


SENATOR O’MAnioney: It is with much interest that I am following the 







gation of G. M. especially dealers complaints. 
i G. M. dealer’s widow I thought vou might be interested to learn about 












njust treatment I received from the G. M. representatives in San Francisco 
e heard of t ther widows who received like treatment 
t sl d was an outstanding citizen of the community and the manner 
ch he operated the Buick agency in Richmond, Calif., was a credit to the 
k division \fter Mr. Thompson’s death I was assured by the local San 
» office of G. M. that I would be accorded every assistance and whol 
ed cooperation during the liquidation. These were so many words I 






ived absolutely no assistance or consideration. 
\ year or two before his death, great pressure was brought by Buick repre- 


sentatives on Mr. Thompson to make certain leasehold improvements which ran 
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into considerable sums of money. They wanted his shop equipped to s 
cars 100 percent—this meant leasing an adjoining building. He was giver 
understand that his franchise might not be renewed and that cooperation 
allotment of new cars would not be forthcoming if he did not spend the 1 
demanded by the Buick representative. 

On two occasions the Buick zone manager, a representative of G. M. Hi 
Corporation, and the prospective dealer outlined the basis on which a tra 
to the new dealer would be acceptable although these terms were not 
satisfactory. [ was never given an opportunity of concluding the deal bec; 
of a lease situation that developed. The new dealer did not like the lease} 
and refused to deal with him. This to my way of thinking was just an ex 

After Mr. Thompson had cooperated to the fullest extent in making im] 
ments and establishing a desirable location for the Buick franchise the 
Buick management permitted the incoming dealer to move to a very muc! 
desirable location with a showroom for two cars and a small shop tha 
only take care of a small part of the repairs on customers cars. 

There were several reliable and well-known men who were very much interested 
in the franchise. Men who were anxious to take over in the same location by 
cause it was one of the best in town. These men also had more money to put 
up but they were turned down by the San Francisco office without an explanat 

I had no forewarning the new dealer was going to another location as I had 
been assured by the Buick representative that the incoming dealer would t 
over in the same location, so I kept the business in operation to my finar 
detriment for 24 months in order to transfer a going concern to the new deal 
so there would be no loss of Buick customers. When I telephoned the regiona 
manager about this change of location I was very gruffly told that no matter 
what circumstances arose Mr. Jordan was their man and they had to let hi 
do as he pleased. 

I was left with three leases, all the office and shop equipment had to be sa 
ficed and parts that should have been returnable. My losses are great and t! 
need not have been if I had received fair or just treatment. 

My attorney wrote to executives of Buick motor division, G. M. Corp. dealers 
distribution staff and several top men in Detroit but received absolutely n 
satisfaction and in several instances no answer to letters or long distance t¢ 
phone calls. Finally my attorney received a phone call from a G. M. attorney 
in Detroit offering me a settlement which I was told to take it or leave it—th 
is it. This amount did not begin to cover my losses. The G. M. attorney wanted 
me to sign a statement to the effect that I would have nothing detrimental! to 
say against G. M. My attorney told him he considered such a request an ac 
sion that General Motors was in the wrong. 

This is only part of what happened and the pressure put on dealers by 
local management. 


ise 


Cur 


is 


I am writing this letter in the hope something can be done to proteet thy 
families of dealers and to see they receive just and fair treatment in the event 
they find themselves in circumstances like mine. 

Yours very truly, 


Mrs. Det F. THomMPSsON 
Contra Costa Motors—B 


RIO VISTA 


DECEMEER 


United States Senator O’MANONEY, 
Washington, D. C. 
I am very proud to say I have been a General Motors dealer Chevrolet-Buieck f 
21 years. Factory-dealer relations have always been tops and now I feel they 
are the best ever. 


or 


ABEL CHEVROLET Co 

JOHN F. ABEL. 
SAN FRANCISCO 

DECEMBER ‘) 
Senator JoserpH C. O’MAHONEY. 
Dear Str: I am following with great interest the daily accounts of your « 

rent study of the General Motors Corp. As a Buick dealer in the city of San 
Francisco may I say that my relations with the representatives of the Genera 
Motors Corp. have been without exception excellent in every respect. Having con- 
tact with local Buick zone representatives on a daily basis it is difficult for me 
to believe many of the statements which have been made in front of your co! 
mittee regarding the poor relations between the General Motors Corp. and 
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To give the public a better picture of the true relation between the Gen- 
Motors Corp. and its dealers I strongly suggest you bring in front of your 
ttee some of the satisfied General Motors dealers who I have a strong feeling 
esent by far the vast majority including myself. 
Respectfully yours, 


B. H. Spencer Buick, INc., 
B. H. SPENCE, 
740Taraval Street, San Francisco. 


COLORADO 


ENGLEWOOD 
NOVEMBER 26. 
r O’MAHONEY, 
Washington, D. C. 


Rk SENATOR O’MAHONEY: This letter has reference to the matter of the 
ral Motors Corp., with which you are currently working. 
me first identify myself as Henry Gosch, president, major stockholder, and 
ger in charge of the complete operation of the Denver Truck Exchange, Inc., 
General Motors truck dealer since 1946, located in Englewood, Colo. My firm 
raged nearly $1 million gross sales volume over the past 5 years and in 
years has exceeded that figure. We operate not only a well staffed truck 
department but do a large volume of work in our service department which 
pported by our parts department who turn over a $60,000 inventory quite 
arly. 
ough the activities of this firm, I have had a very close association with the 
Motors people, and have, also, experienced many ill effects from their 


\ practice which is most damaging to the dealerships is that of establishing 
owned retail outlets in the truck division operated by General Motors 
such as exists in Denver, Colo., which are able to undersell the dealers. It 
mon knowledge that the various General Motors retail stores over our 
for the most part, operate ata loss. It is a rare exception, rather than the 
vhen these factory retail stores show a profitable operation. This, in itself, 
dence that they are underselling the dealer. If the dealer continually oper- 
n the deficit side, his existence would be limited. Factory outlet retail 
by any manufacturer, should not be permitted in competition with a 
It is unfair competition. 
her practice of the General Motors Corp. which is detrimental to its 
s that which prevails with their subsidiary, United Motors, and its outlets. 
nd materials sold by the United Motors distributors are, in many instances, 
cal to ours. However, a difference in the cost of those parts and materials 
\ dealer sells to another retailer or fleet operator at the dealer’s cost, in 
to meet competition. The dealer, under a wholesale compensation plan, is 


ed to submit a statement of such sales and if it is approved by the General 
j people, an additional dealer’s purchase discount is allowed. This is the 
rovision enabling the dealer to realize a gross profit on wholesale sales, 


ostly from a standpoint of record keeping and preparations, and is subject 
tion at any time, the burden of proof is always with the dealer. United 
subsidiary of General Motors Corp., gives this additional discount to 
ets, on the original purchase. This purchase discount, not only makes 
e for United Motors distributors to sell wholesale trade at a profit, but 
greater margin on all sales. This, also, is unfair and discriminating. 
nks for your indulgence and I sincerely hope these facts will be of value in 
They are true, actual, and they exist, much to the detriment of the 
Motors dealer. Do not hesitate to use my name, if the occasion should 


] 


Respectfully yours, 
DENVER TRUCK EXCHANGE, 
GMC Truck Sales and Service, 
Hlenry GoscH, President. 
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an, Senate intitri t Comnittee 


ROBERT BASKETT, 


Lincoln-Mercury Dealer 


DECEMBER 4, 
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In 19283 I entered the automobile business in Terre Haute, handling vari 


8 

makes of cars and always found GM the dirtiest competition. 
Early in 1937 the Buick dealership in Vincennes folded up after selling 7 
Buicks the previous year, at which time I came here and took the dealership 
and built it up to 57 cars in 3 years, by hard work, good service and big stock 


of parts 

During the third year Buick’s district salesman tried to pick up my con- 
tract for immediate cancellation. He gave no reason and neither would the zone 
manager. The reason was probably because I would not use their GMAC 
finance company exclusively. Their “Gestapo” had been calling around regu- 
larly to ascertain number of cars sold, those sold cash, sold on time and number 
financed through GMAC. 

After refusing to surrender contract, Hufstader wrote me a letter from Flint 
canceling same. They were very insistent on buying back my service sign, but 
left me stuck with the used cars, most of new parts purchased from them and 
special tools they had compelled me to buy. They also held up moneys owed me 
to make me guarantee payment on GMAC contracts I had financed with them 

Some years later an Oak Park GM dealer with a similar situation who had 
been canceled, sued and obtained judgment for triple damages. His proof was 
based on correspondence between the GM car division and the GMAC. GM was 
squirming and trying to avoid payment by going from court to court the last 
account I had of the affair. A Packard district manager said he had been with 
the Oldsmobile division about that time and spent a whole Saturday afternoon 
after most of help was gone, helping the Olds division destroy correspondence 
between their office and GMAC. 

In 1941, I took a Chevrolet dealership which was badly run down. After get- 
ting it going I was dislodged by World War 2, but with the understanding that 
I would be reinstated when cars were available again. 
able again the car business was lucrative and the 


When cars were avail 
Louisville zone office made 
demands on me much more expensive than in my original contract. I would 


not meet them and neither did my successor, but I was out again and owned 
their parts and tools. 


Sincerely yours, 


CHARLES GUERRETTAZ 
Buick Sales and Service 
KANSAS 


LIBERAL 


DECEMBER 26 


Hion. Senator O’MAHONEY, 
Senate Office Building, Washington, D.C. 


Dear SENATOR: I wish to take this means to convey my appreciation for the 
work that your committee is doing in behalf of myself and all franchised dealers 
in this great land of ours. I feel that this issue is much bigger than whether I 
myself and many thousands of dealers like myself have to give up this profes 
sion, that we have devoted our lives to. I feel that it is one of the tests that will 
determine whether free enterprise will remain in these United States. 

If I were to be asked why I view this situation in this way, I can honestly state 
that I know good honest intelligent car dealers working at least 20 hours a week 
more than the help that they are hiring with no more compensation than their 
help gets, and no return whatsoever for the investment that they have in their 
business In a land where the automobile is dominant, with such conditions 
existing I am certain that anyone knowing the facts would admit that this system 
is near a point of collapse. 


Just as we must have a workable compensation plan with our employees, I feel 


that a sound working selling agreement between the dealer and manufacturer 
would again triumph. I feel that this would bring a balance in profits to dealer, 
the manufacturer, and also the manufacturer of replacement parts. I wish to 


state that my manufacturer has not forced cars down our throat, but we are still 
in competition with those dealers whom we know have been pressured to take 
How can anyone say there is free 
enterprise when a dealer needs 20 cars but the district manager says that to keep 
your franchise you will have to take 40. In my own case, I cannot quit without 


more cars than they could sell at a profit. 


} 


Osi! 


ig everything that I have invested because no one wants to invest money in 
ih an inequitable business. 








TI 
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menu 
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Phanking you so much for the great interest in this work, and with the utmost 
ynfidence that your efforts will not be in vain, and that a workable selling agree- 
ent can be formulated, I remain 

Sincerely yours, 
JOHN E. FETSCH, 
Nash Sales and Service 
MASSACHUSETTS 
ACUSHNET 


ator JOSEPH C. O’MAHONEY, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR O’ MAHONEY: Please accept our thanks and gratitude for all your 
ts in behalf of the automobile dealers. All our employees join me in this as 
very livelihoods depend on the final outcome of these hearings. 

With deepest appreciation. 

Yours sincerely, 
HeRberT L. RopMAN, IN¢ 
Hersert L. RopMAN, 
Chry le Plymouth 


GREENFIELD 
NOVEMBER 18 
Senator O’MAHONEY, 
teting Chairman, Senate Antitrust Subcommittee, 
United States Senate, Washington, D. C. 
DEAR SENATOR: I read an Associated Press release which said that during one 
ir recent hearings, Henry M. Hogan, vice president and general counsel 
General Motors, replied to your remark about dealers telling you they faced 
tough situation as follows: “Why don’t you ask them how much they’ve made 
the last 5 years to see if they’re crying wolf? ‘That’s poverty with a ham 
ler your arm.” 
\lso, in the same release, Harold L. Hamilton, retired General Motors vice 
president, commented, “I think they (the dealers) ought to be able to live off 
fat for a wuhile.”’ 
Senator, id what these huge-salaried executives say about us dealers is 
they believe, then GM and ail its first team should also show no profit for 
next 50 years, because they have certainly had more profitable years than 
the majority of businesses in the United States. 
As a Chrysler-franchised dealer, we are feeling the pinch very painfully be- 
ise Of the Ford-Chevrolet race for first place, and the automobile manufa: 
rers’ policies of pressuring dealers. 
i am in complete accord with your current investigation. I feel that the 
public and the dealers (I hope) will benefit. 
Very truly yours, 
BENJAMIN B. WINER, 
President, Hartwin Motor Sales, Ine 
Chryusler-Plymout! 
HOLYOKE 
DECEMBER 27 
Senator JOSEPH C. O'MAHONEY, 
Senate Office Building, Washington, D. C. 


DrAR SENATOR O’MAHONEY: May I express to you my appreciation of your 
consideration of the automobile dealers’ problems; problems created by the 
General Motors and Ford race for supremacy in registrations. 


We hope that your hearings will cause General Motors to discontinue their 
policy of nonrenewal of their dealers who are outregistered by competing makes 
including dealers who have given GM good representation for many years under 
President Sloane’s quality-dealer program with the required capital, proper 
service facilities, and adequate stock of GM parts. Incidentally, I became a 
Chevrolet dealer in 1933. 

We also hope that Ford will cease to foree nonprofitable selling upon their 
dealers in their objective to beat Chevrolet—which has been their program for 

years. 

\s president of the Holyoke dealers and as area chairman of NADA, I include 
the appreciation of all our dealer-members. 

Sincerely yours, 
Hersert W. Scort, 
Chevrolet-Oldsmobils 
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MEDFORD 


lion. SENATOR JOSEPH C. O’MAHONEY, 


United States Senate. 
Washington, D. C. 


DreAR SENATOR: I wish ike this opportunity to express my opinion tha 
ou and your committee on automobile factory-dealer relations are doing a 
worthwhile job 


Mr. Curtice’s offer to extend the General Motors dealers’ contracts to 
j 


is a step in the right direction to alleviate many of 


mina 


y ve 
the uncertainties in deale; 

I believe the outcome of your hearing will ultimately benefit not only th 
automobile factories and their dealers but more importantly the ultimats 
consumer. 


ineerely yours, 


DAVIDSON CHEVROLET Co., INc., 
T. K. Davipson, President. 





DECEMBER 


Senator Joserpn C. O’MATIONEY, 
Washington, D. C. 


DEAR Str: You are to be commended on your very able investigation of th: 
Genera! Motors Corp., as it relates to the automobile business. Do hope you 
Will not let a lite sugar here and there by General Motors deter you from you 
investigation, an investigation of all manufacturers is long overdue. Believe 
no manufacturer now has a contract with the dealer that protects his wife o 
children if dealer dies, in my case as an individual, and I pass on, my wife has 
no protection of the dealer franchise as it is automatically canceled in the event 
of my death. With a dealer having his entire capital in his business he should 
have some protection, in the event of his death, for his family. 
May I again thank you and your committee for a job well done that is of 
value to every dealer and automobile owner in the country. 
Sincerely yours, 
R. AMoRroso, 
Chrysler-Plymout} 
SOMERVILLE 
DECEMBER 21. 
lion. SENATOR JOSEPH C. O’MAHONEY, 
Senate Office Buildiy , Washington, dD. ez. 
My Drar SENATOR: With this letter I am sending a letter which was received 


by us in a recent mail. It is supposedly a copy of a letter sent by some Buick 
aler to you, and who sees fit to circularize it. 


It is very unfortunate that irresponsible people can distribute such letters 
If the party who wrote the letter were an intelligent businessman he wou 
have known the truth and would not have distorted the facts as he did. 

To my way of thinking the man who wrote that letter was not only using the 
methods of Hitler and Stalin who he mentions, but he was essentially advocating 
the overthrow of the American way of doing business. He should know ft} 
the system which has made America what it is should not be threatened by such 
irresponsible talk. 

This letter probably suggests that I am a Buick dealer who has had so1 
degree of success I am very proud to be numbered among the General Motors 
dealers Furthermore, any person fortunate to have a GM contract, and has 
the ability to sit down and intelligently discuss with his factory any differences 
he may feel he has, can arrive at a fair and equitable arrangement. I can offer 
ny exp riences as proof 

Very sincerely yours, 
PETER ADAMIAN, 
President, Somerville Buick, Ine 
Senator JosepH C. O'MANONEY, 
Washington, D.C. 

My Dear Senator: The citizens of our country, especially of course the Gen 
eral Motors dealers, are thankful to you for standing up against this ruthless 
giant, this octopus, this dictator, this bully, this destroyer of democracy. 

The Sunday papers reported that you were finding it practically impossible 
to get dealers to testify This, of course, is understandable, because we dealers 
have been taught to behave ourselves, or else. Thus far, no one has been able to 
buck these dictators. Would it not be advisable to swear in the young men 
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ral Motors send around—the field men, and those who occupied these 

ons in the past, are told to notify the dealers that unless they take com- 
ide-mirrors and other inferior and unnecessary accessories (all items 
an be bought much cheaper on the outside) that cars will not be forth- 
I am sure that a competent attorney can make these young fellows 


and contradict themselves. They can at least be taught that they must 
he truth. 


y about the car distributors; how about those former officials, some of 
are now dealers, losing every cent they ever had or could borrow? Surely, 
in visit the various territories some few people will certainly talk, if no 
erson is present. 
) mpathize with people who will not talk. We are ina situation differ- 
ery little from the period of Hitler, Stalin, or Mussolini, or any other dic- 
They have proven, these unscrupulous, conniving fiends, that they mean 
ess. They break people without displaying a bit of human feeling and it 


es no difference to them whether you have been a dealer for 30 years or for 


ie 


ir: whether you sell a million dollars worth of their product or $10 million 

Any word of protest and they make an example of you—less cars ap- 

come in at the wrong times, wrong models of cars come in and new 
come into your territory. 

iid understand the situation if General Motors was losing money. But 

ww making more than ever before. There must be a reason. Perhaps 

B it 1 the arrangements these corporations have made with their 


the option to buy stock based on profits of the corporation The big 


} 
e 


the market These men are baited by 


rofit, the more stock is given to these leaders at a ridiculous price—far 


hese fabulous offers to be ruthless, 
inconceivable and unconcionable profits for their master. This sys 

ts drawbacks. General Motors and the others will eventually pay for 
These men are not interested in the far-range future of their com 

ic relations, of building up a company with a steady future. Give 

few years of corporate profit so that they can buy up sufficient stock at 
eed price, far below the market value, and they will be millionaires, sub 
to the regular income-tax rates, but rather to the greatly reduced capital 


Enough of this general talk. Let us get down to cases: 
Why do cars come in with alcohol when dealers plead for Prestone? Is it 
e Dupont supplies General Motors with the alcohol? Incidentally, what 
‘essories, Which we plead they should not send us, comes 


forced to take accessories which are inferior and cost 
them for elsewhere? 
they allowed to advertise a price on a car which is so low that 
»can get such a car‘ 
ed to give you cars that are not as ordered? Many 
at many have additional equipment. 
aler correct faults on cars and not be paid for same by the 
ter leaks, scratches, bad lights, bolts missing, ete.‘ 
{ factory finally recognized a claim on repairs (AFA), are 
only 65 cents on the dollar? Our repair shops show losses and no dealer 
meet his expenses at 65 cents 
have we in the past been loaded with seat covers, side mirrors and 
iat is inferior and which General Motors will not take back even 
damaged? Every dealer has several thousand dollars of worth 
il in its parts department 
were we forced to take barrels of alcohol and sell it for less 
he dollar or bumper guards which are not bumper guards and fo! 
t 10 cents on the dollar? 
force us to take an extra motor? Surely it is not meant for 
is anything but pretty and we stay stuck with i 
much money do the General Motors representatives get on the 
ht thing at the right time for certain dealers? 
What rakeoff does General Motors get from the different companies from 
we must buy signs, displays, etc.? These are always inferior, do not work, 
ost more than we can get them elsewhere 
Why do they promote a system where they come to me and say that my 
etitor is giving S500 off on a car and I had better give more, and then oO 
if very competitor and say that I am giving $550 off on a car, thus killing 
hances on a new model before we have a chance to develop a market? 
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13. What did a Roadmaster sell for in 1950 and what does the model with | 
Sale equipment sell for today? General Motors now receives $700 more fron 
dealers on the bill of lading. The publie certainly would never stand for ¢} 
increase, so the dealer is forced to give up the greater part of his commiss 


14. Why are they allowed to tell us to go in on an additional advertisine 


program where we have to pay an extra $5 on a car? 
to a few of us who had the 
against their will. 

15. These companies have created an army. 
tells him. They break your character, 


¥ind out what they ¢ d 
guts to object and then had to go in on the plan 


Each person does as his superior 
your personality and unless you be 
come a subservient, obedient servant, they fire you. Obey orders and shut 
They are bullies, but with culture and finesse. 

1 understand that General Manager Ivan Wiles of Buick—bow low in rever- 
ence when you mention that name—addressed his dealers and said: “Gentl: 
men: [ understand many of you are dissatisfied; this is like a marriage. If you 
do not like it, get your divorce. We are ready to release you. We expect 
percent of you to go busted.” This is some way to talk to people who have 
more invested in money, sweat and toil than he has. The arrogance, the impu 
dence of that man; he must think he is above God. 

There is a new wave forming now. They are organizing new dealers—sma 
dealers, gasoline stations and used-car dealers—-whose overhead is so smal! 
that the older dealers with much greater overhead placed on them by the insist 
ence of General Motors, will not be able to compete with them. 

What is all this leading to? Many of the new dealers, and some of the old 
ones, fighting for their very existence, are substituting inferior tires, radios, and 
other equipment, are not undercoating the cars, giving the cars an inferior polish, 
if any at all, doing very little car-get-ready, if any at all, and all with the fa 
tory’s knowledge. In fact, their representatives come around and put you wis 
to what new ideas for undercutting have come up lately—what finagling is going 
on—matters below the dignity of General Motors. 

I am sorry to send this to you without my signature, but I know you wil 
understand my reasons, 


Iam sending a copy of this letter to some of the newspapers and many dealers 
in the hope that they may gain courage to write of their troubles, for it is diffi 
cult for them to feel there is hope considering the fact that so many men in 
high Government office are former General Motors men; men who feel that 
whatever is good for General Motors is good for the country. 

I thank you and may God bless you for your efforts to create justice out of 
chaos. 


MICHIGAN 


DETROIT 


Senator Par MCNAMARA, 
Detroith 26, Mich. 


DeAR Str: In regard to the current GM investigation it would be well if y 
could bring the following type of unfair competitive practice: 

General Motors Acceptance Corp. will give rebates on old loans being closed 
out to GM dealers only, other finance companies extend this to all dealers. 

For example: 

A new-car buyer who owes money on his old car to GMAC will usually get 4 
$25 better deal from a GM dealer because they know they will get a rebate 
Other dealers cannot get this rebate and are thus placed at a $25 disadvantage 

If you wish further clarification of this type of practice, please telephone me 

Sincerely, 
CHARLES Dre LOREAN, 
Ford Sales and Service. 
(Received December 1.) 


Mr. J. K. WILLARD, DECEMBER | 
Willard Motors, Inc., 
Jackson, Mich. 


DeaR Mr. Wutarp: As you are aware, your Nash dealer franchise, dated 
December 31, 1953, remains in effect until December 31, 1954, at which time it 
will expire. 

We can now advise that we do not contemplate entering into a new franchis 
with you at the expiration of your present franchise, so that you will cease fo 
be a Nash dealer after December 31, 1954. 














STUDY OF THE ANTITRUST LAWS 


4099 


his advance information is given to you so that you will be fully aware of 
situation and can make plans accordingly. 
Yours very truly, 


B. E. THompson, Zone Manager 


NOVEMBER 26, 

tor O'MAHONEY, 

Chairman of the Senate Antitrust Subcommittee, Washington, D. C. 
earn SENATOR: It’s getting harder to make sales on new cars every day 
ember 22 we sold a new Studebaker to Mr. Howarad V. Dolan, of 2615 

a, who has a loan with GMAC on his 1955 Pontiaae. We called GMAC for 
ayoff on his trade and we were refused. Only quotation we could get was 
gross which was approximately $250 dollars more than customer owes 
way he could get net payoff is that he had to go to their office and sign 
e papers and wait 30 to 60 days before they would give him a credit for 
rest which he did not use. In every case customer needs this extra money 
able to have equity from his car to purchase another one. This happens 

ime anyone finances by GMAC, which is the General Motors Acceptance 

All other finance companies and banks quote one payoff. Sorry 
t it’s sure getting tougher every day. 


to bothe1 


MIcHAEL HuSA! 
HusakK Broruenrs, In¢ 


NOVEMBER 
or O. MAHONEY, 
Washington, D.C. 

Sir: Enclosed please find one of many letters I 
man during the last 30 years 


nething 


( 


have received as a 
has to be done with this terrible system set up by GM, Ford, 


and 
elieve I could give your committee some valuable information that only 
esman of years would have. 


I have watched them all since they first started 
| would be glad to talk it over with any of your committee at anytime. 
dds of doing business will finally ruin freemen 
he biggest curse is their watered stock. 
Their billing men for cars and trucks before they are even built; their charge 

e-half of 1 percent for 30 days even if sold for next day. 
hing in factory they desire to orders t 

with 


Theii 
if not halted. 


Their adding 
They favor certain 
are absolutely 


3- or tday delivery, others 
ican and undemocratic. 


Sincerely yours, 


aken at retail. 
3 und 4 weeks un 


toy D. ADATR, 
New Haven, Mich Buicl 
R. D. ADAIR, 


Wotor City Sales, Corp., Detroit, Mich. 
DrAR Mr. Apatr: It gives me a great deal of pleasure to note that your name 
been added to the list of Buick’s better salesmen. 
elcome to the 1955 Buick Salesmasters Club. 

You, more than any of us on the 


Congratulations and 
your community. 


Suick team, represent Buick to the people 
Your accomplishment means that you have done an out- 
inding job of winning the confidence of these people in Buick. 

[ want you to know we at Buick take pride in your fine selling achievement 
d wish you continued success. Congratulations again, and keep up the 
od Work. 


\m looking forward to your becoming a royal-purple salesmaster. 
Sincerely yours, 


$uIcK Moror DIVISION, 
A. H. BELFIE, 


General Sales Manager. 
JACKSON 


DFCEMBER 1. 
Senator Josern C. O’MAHONEY, 


Washington, D.C. 
DEAR Sir: While your investig 


; gation is in full swing you may be interested 
wing how Nash Motors cancels dealers. 
67272— 56 pt. 8——-18 
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of our franchise. * * * No requests were made of us before the notice 


did not fall into the categories that the franchise said Nash must take |} 
Nash replied : 


tr 


customer has an accident why he is forced to take it back to a GMC gar 
rhis sure reeks of monopoly. 


} 
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The attached is the only word that we have had relative to the canceling 


ent and there has never been a statement made of any kind to indicate 


the notice was sent 


In response to a request of ours to Nash to let us submit a list of p 


hat we still have on hand and that will only fit Nash cars, even though they 


Dy 


“* * * it is assumed that we have fulfilled all contractural obligations rega; 


ing the return of parts. Since we have an adequate supply of parts in our wa 


iouses we are not in a position to accept the return of parts over and beyon 
yur contractural obligations.” 

They fulfilled their contractural obligations only after repeated requests ; 
ifter we requested help from our local Michigan Dealers Association. Co) 
‘acts are not the answer. No contract is any better than the intentions of 
he parties to it Any time the timing of deliveries of merchandise for sal 


in the hands of one party the other party has no chance. Our files are filled 


vith evidence of that 
Very truly yours, 
WiILtArp Morors, INC.. 
JOHN K. WiLtarp, President. 
\ 
MINNESOTA 


DELANO 


DeAR SENATOR O’MAHONEY: I have heard you are looking over GMC busine 
ethods 
Please ask them why they finance the car, insure the car, and when tl 


mased a car from Malkerson Oldsmobile at Minneapolis, had an accident 
le wanted our shop to repair this car. In fact we had in our possession. 
He called his insurance company, which was GMAC, Minneapolis office, and 
hey informed him that if he wanted his car repaired at once he would have 
o take it to a GMC dealer; otherwise, if he took it to our shop, it might b 


On about December 1, one James Gobel, of Maple Plain, Minn., who pur 


3 weeks or so before they could get an adjuster out to O. K. outside work 


woks unfree enterprise. 
Regards, 
A. A. Bostic, 


(Received December 13 


HANCOCK 


DECEMBI 


Senator JoSePH C. O’MATIONEY 


Wash noton, dD, C. 


DEAR SENATOR: I 


have been following you and your subcommittee on your 
earings with General Motors and highly commend you for the good job you are 
oing and hope that you continue your investigation of all the automakers 
nd finally make it possible for us dealers to be able to stay in business. 

If the auto giants continue their mad race and loose credit they will rui: 
lost of us dealers before they are checked. The contracts are a one-side agree 
ent which protect the automakers and place the dealer at their mercy. 

This I am writing I know you know more about than we do; however, I want 


you and your committee to know that we certainly appreciate what you are 


doing for us. 


Respectfully yours, 
Hancock Moror Co 
LEON BRUNSWOLD. 
Ford Sales and Service 


MONTEVIDEO 


DeEcEMBER 7 


Honorable Senator O'’MAHONEY, 


Washington, D. C. 


Dear Str: The hearings you are now holding are the greatest thing that ever 


happened for the automobile dealers in America. Give ’em hell, Senator; they 


ave it coming. 
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he things that has caused me ¢ side! 
eive from the factory are half built 


derable expense to make 


" able expense is the fact that the 
and it is then ary for me to 
he adjustments and repairs before delivery. 
| receive the net cost for the parts and 60 percent of the labor and then 
onths for my ‘om the f ry. 

etween General Motors and Ford will break us all 
ind I think it’s high time that something is done about it. 
gratulations on the fine 
truly, 


hecess 


money fi ict 


ace if allowed to 
job you are doing. 


S 


MISSISSIPPI 
MERIDIAN 

(VY MIAHONE’ 

enate 


Subcomn 


Senate Building, Washington, D.C. 


nan, Litiirust 


Please keep up the good work that 
be helpful for dealers will be getting 
clause that would stop that bootlegzing 
rt of tl untry as well as in other 
differential. 

curity, if sh 

ry for which the dea 

the town in which it 
what 


certainl il 


The next 


territorial 
which is so diffi 
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places where 


you are doing. 


back 


S Se- 


ult 
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should 
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is located as it 
and the Ge 


the right 


once Wis. 
eral Motors Corp.’s 5-] 
direction. Again con 


is being done 


step 


LS 


iy 
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RELIABLE CHEVROLET Co., 
R. S. LINcoun, President 
POR] IBSON 

No 
.. O MAHONEY and His CoMMITTEE, 


Washington, D. 
[ATIONEY: In keeping up with your investigatior 
again feel inclined to write you a fe facts 
al Motors different automobile divisions and its dealers. 
I have been ¢ 1933, was Ford 
to 1932, am 73 years of age, and mentally very active 

actory of the fol! 


C. 
SENA oO} 
\lotors, ] 
between 

to be riel 
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OR efforts of 
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hevrolet dealer ever since 
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selling more than 2 1O0O new « 
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have ( 
rade, and must take 

Have a district manager that 
ipproves or disapproves of his operations. 


\ anceled But 


they 


out 


rity of their 


ad agreement 


dealerships so Orlea 
hem big dealers, OO to 


j 


Che factory has direct mana 
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6. Each dealer must prepare at much pains and expense a very compli 
financial statement not later than 10th of the month covering their yearly op 
tions down through the previous month. And in addition on the 10th, 20th, 
end of each month send in a 10-day report. Which must show number new 
and used sold, and number remaining on hand and by models. 

7. Along with the above and preceding, the factory has directly and/or ind 
rectly complete power to destroy the business, doing away entirely with f 
business enterprise. 

The writer is in almost daily contact with neighboring dealers, all within 
miles or less; and each and every one of them tells that he is unable to sell 
shipped to him, that factory oppression is constant, and special orders are almos 
impossible to get factory to deliver them. Recently Chevrolet factory loud 
publicized the Pikes Peak climb, made by Chevrolet using its big engine, lett 
today states less than S percent of Chevrolets made can be equipped with 
big engine. We had ordered it on 8 coming cars, and are advised we will g 


big engine in only 1 of the 8, 


During my 43 years’ experience selling automobiles, I have never seen 
thing like the present condition. And the do-or-die race between Ford 
Chevrolet looks like the factories are going to kill off most of their dealers 
their efforts to outsell each other. Many dealers are selling new cars for a 
profit of $30. No dealer can keep a service and selling and accounting set 
and live on such meager profits. 

Recently I am advised by newspapers that the lawyer for GM at your inquiry 
stated that dealers complaining about profits were like a man claiming to 
starving to death, while he had a big fat ham under his arm. Neither us dealey 
or General Motors are concerned with profits for the last 5 years, which non 
us can change, but all are interested entirely with the future sales and prof 

There are instances where General Motors through its holding companies ar¢ 
operating big dealerships, and pushing little surrounding dealers right out 
business 

I hope I have not made this too long. 

With every good wish for a full and fair investigation, and of the passage 
corrective laws, I am, 

Most sincerely, 
L. B. ALLEN, 
Chevrolet-Buich 
MISSOURI 


CARTHAGE 


Honorable Senator O'MATIONEY, 
Senate Judiciary Committee, 
Senate Office Building, Washington, D.C.: 


DECEMBER 


Highly in favor stopping bootlegging and wholesaling of new cars to used 
nonfranchised dealers. Your work is being highly commended by new- 
dealers in this area. 

Respectfully, 


G. H. PARSONS, 
Owner, Parsons Oldsmobile Co., Carthage, Mo 


MONTANA 


BILLINGS 


Senator WILLIAM LANGER, 


DECEMBER 15 
United States Senate, Washington, D.C. 


DEAR SENATOR LANGER: I have been quite concerned the last week with th: 
adverse publicity being given General Motors in regard to the relationship with 
their dealers. 

I have been a General Motors dealer or employed by one for the past 39 years 
I signed my first contract in 1927 with Buick Motors, which you know is a 
General Motors product. 

In all the years, there never has been any time when the factory tried to force 
us to buy any more cars than what we ordered, nor have they ever forced us to 
buy any accessories or equipment. Their representative calls on us at regular 
intervals, asking us to buy different products that we purchase through then 
but never have they told us that we had to buy them or even led us to believe that 
we would be forced to do so. They call on us practically on the same basis tha 
our salesmen call on prospects, trying to sell our merchandise. 

Back in the early thirties, when we had the worse drought in the Northwest 
and also the most serious depression that this generation has ever lived throug! 
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issociated with Stephen’s Buick in Minneapolis as a partner. General 
s came to us and loaned us money to tide us over for about 5 years until we 
et on our feet again, when it was impossible for us to borrow money from 
her source. They never asked us to repay this loan until we could pay it 

ir earnings. 

sure that hundreds of dealers of General Motors and their families are 
to feel the effects of this bad publicity. As I said before, Senator Langer, 

Motors have always been the first one to help us when we are in trouble. 

ve done many favors for me and I want you to know I am very grateful. 
e sometime, some way, I can repay you. 

next time you are in St. Paul visiting your daughter and you need a car 

» North Dakota or for any other reason, I would be very happy to furnish 
ryou. I want you to feel free to call on me for anything I might do for you. 
ve not talked to any General Motors official about what I am writing you. 

ld like to wish you and Mrs. Langer a very merry Christmas and health 

ppiness for the new year. 

Sincerely, 

F. A. WHITAKER, 
President, F. A. Whitaker Buick, Inc 


NEBRASKA 


NORTH PLATTE 
DECEMBER 12. 
JosepH C. O'MAHONEY, 
tirman of the Senate Judiciary Subcommittee, 
Washington 25, D.C. 

Senator O’MAnoney: I believe the Subcommittee on Antitrust and 

can do a great service for the new-car dealers of the Nation by per- 
the manufacturers to install territory security at once into their con- 
with dealers. By this, I mean protection on their entire territory similar 
ype used by Caterpillar Tractor Co. and the Coca-Cola Bottling Co., ete., 
protection within city limits. 
m Keating, general manager of the Chevrolet motor division, told at a 
eeting in Denver last March that “all dealers should work toward having 
security reinstated.” 
vould dry up bootlegging and cross-selling and help the new-car dealer 
business. Penalty for violation should be at least 5 percent of selling 


Sincerely, W. H. NIELSEN, 
Chevrolet. 
NEW JERSEY 


CHATHAM 
JOSEPH C. O’MAHONEY, DECEMBER 7 
senate Building, Washington, D. C.: 
p up the good work. Let’s make sure the automobile dealer works under 
ee American enterprise system without the shackles of totalitarianistic 


, 


R. F. VAN Duzer, 
Owner, Van Duzer Motors, Chatham, N. J. 


HARRISON 
Josepu C. O’MATIONEY, DECEMBER 20. 
Senate Office Buildina: 
lations and thank you for your and your committee’s unswerving 
in plight small business, especially automobile dealer; feel you are going 


ething done. 
T. J. Buriter Morors. 


LONG BRANCH 
DECEMBER 2 
tor JosepH C. O’MAHONEY, 
nate Office Building, Washington, D. C. 


Dear SenatTOR O’MAHONEY: Attached you will find a study and resolutions 


pted by the Monmouth County Auto Dealers Association. 
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pectfi S nitted by the committee, 
r f ie 19th century, the automobile manui 
ry came » bei First, just a few manufacturers but rapidly the 
he ea nally there were several hundred of them activel) 
! d vehicles for sale to the public. 
ge ni er of manufacturers, in active competition with each other 
everything po hle to attract distributors and dealers and as indui e} 
ed prospective distributors and dealers exclusive selling agreements 
hises, containing provisions for protected territories, plus mat 
ul ghts a suc] ids and benefits, as a national advertising prog 
inty of dete | any other concessions, all clearly defined 
( ents th ontractual arrangement was recognized and respected 
s of law, by the banking fraternity and the purchasing public as well 
( ind distributors, to assist manufacturers in their production of car 
effect orderly and consistent distribution and sale of vehicles, as produ 
ded, partial financing, by advancing to manufacturers as deposits, 
cts sums of money, as specified, by the manufacturer, also by setting 
d service organizations, warehouse facilities, and then when recess 
gy in trade on of new vehicles, used vehicles then owned by such buye 
was a gre contribution by the dealer, and equally as important an 
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No dealer nor the county, State, or national associations or delegated officials 
of such organizations has been recognized by the manufacturers as representative 
of their respective organizations or members. Thus the dealer is powerless to 
do anything to effect corrections. 

There are today only 3 major motor-vehicle manufacturers, producing only 12 
distinctly named lines of cars, and 2 minor motor-vehicle manufacturers, pro- 
ducing 4 distinctly named lines of cars, thusly limiting the number of selling 
franchises available to the entire dealer body, to this highly concentrated group 
of manufacturers. There are now approximately 40,000 retail dealers and this 
number is constantly growing due to the growing economy and the policies of the 
manufacturers in promoting the establishment of more and more dealers through 
out the country. It is thus clearly seen how monopolistic the manufacturers have 
become. 

Ever since the end of World War II, productive facilities of motor-vehicle 
manufacturers have been constantly increased, and now are believed to be at 
such excess levels as to tax the ability of the economy to absorb such over- 
production. 

The pressure to sell such excessively increased production of vehicles has 
obliged manufacturers to resort to sales tactics which in many instances violate 
the rules of the Federal Trade Commission in enforcing dealers to absorb 
greater number of vehicles than they can effectively handle and dispose of. 

The forcing of such high volume of sales results in practices by manufac 
turers that are harmful to the buyer as well as the dealer. Such as, misleading 
advertising of prices, often unfair to the unsuspecting buyer, unsound time 
payment terms often used to cheat the buyer failing to adequately service vehicles 
before delivery and failing to give proper service after delivery, but costs of 
which the buyer must assume. 

There are many other unmentioned practices undermine customer confidence 
and in time will result in curtailment of buying, which will result in drastic cut 
backs in production. 

The forcing of sales resulting in extending ridiculous terms of payment, as 
reflected in auto sales credits of nearly $14 billions, at September 30, 1955 
approximately $31 billion more than it was a year ago. This is not a good 
situation. 

These, and the many other problems, and injustices result primarily from the 
fact that dealers cannot collectively mediate with or treat with their respec- 
tive manufacturers, due to the one-sided so-called contract with their manu- 
facturers. Therefore lack of bargaining power or even legal recourse. And 
this in our democracy, and at this time: Now, therefore, be it 

Resolved, (a) That we members of the Monmouth County Auto Dealers As- 
sociation, members affiliated for over 30 years, with the New Jersey Automotive 
Trade Association, and the National Automobile Dealers Association, known 
as NADA, seriously concerned by the chaotic and demoralized state of affairs 
now prevailing in our industry, all due to the tactics of the manufacturers, who 
have, contrary to the laws, greatly constricted their own numbers, and by the 
same token, greatly expanded the numbers of dealers competing among them- 
selves for the few franchises now available, and to make the situation even 
worse, have unduly increased production of vehicles, to a point greater than 
the market can modestly absorb, resulting in undue pressure by manufacturers 
on dealers to purchase greater numbers of vehicles than they can resell and 
this is resulting in competitive tactics and practices, that are unfair to dealers, 
and the buying publie as well; be it 

Resolved, (b) That we ask Congress to pass legislation that will reinstate 
and reactivate the study originally made by the Federal Trade Commission, 
of manufacturer-dealer relations, to the end that: 

1. Legally constructed agreements (such as will be recognized by the courts), 
be instituted by each manufacturer, and in which, a dealer association of such 
particular make of car, manufacturer be set up and provided for, to officially 
represent such dealer body, and that such contract also indicate, therein, that 
manufacturer will recognize such association, and receive and treat with the 
official head of or the officials, thereof, in all dealings involving the relationships 
resulting from the mutual business dealings of such manufacturer and all con- 
tracted and cofranchised dealers ; be it 

Resolved, (c) That in such contractual relation said dealers territories be 
defined, and when dealer sells elsewhere, he will pay to other dealer where car 
owner lives, a justifiable sum of money to cover service to be supplied by such 
lealer, to compensate him for the moneys he pays to advertise and make popular 
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h make car or cars and to cover carrying charges involved in maintenance 
equate stock of replacement parts and special service tools: be it 
Resolved, (d) That such agreements specifically state that manufacturer will 
his own advertising at his own discretion, and that dealer will do likewise. 
at any sums of money manufacturer will appropriate for such advertising 
be included by manufacturer in his cost of product computation and in- 
ided in his list or selling price to dealer and not as is now done, by arbitrarily 
sessing dealer, a sum to cover such advertising and obliging dealer to pay it as 
extra added item. 
Resolved, (e) That all contracts contain agreement to conduct factory dealer 
sputes or complaints via rules of National Arbitration Society. That arbi- 
itions consist of one selected by manufacturer, one by dealer, one by Govern- 
nt committee (Federal Trade Commission) and another by all three, making 
ir arbitrators 
That all disputes or complaints, especially, desire of manufacturer to terminate 
itions with dealer be subjected to arbitration procedure. 
Resolved, (f) That contracts be as is now claimed by manufacturer, for life 
dealer, or his heirs, and subject to cancellation, only for cause, and that 
cancellation notice be preceded by notification of dissatisfaction of manu- 
turer, and in which manufacturer calls for arbitration of such complaints 
that such arbitration proceedings be conducted as per paragraph (b) 
receding. 
Resolved, (7g) That contracts contain provision that in the event of termina- 
n of dealer agreement, provisions be made for dealer to be allowed to dispose 
his equities to successor, equitably, as to real estate, furniture, fixtures, tools, 
chinery, signs, inventory and franchise enhancement resulting from dealers 
rts, and expenditures, in the past. 
solved, (h) Also resolved that the New Jersey Automobile Trade Association 
petitioned to seek enactment of State licensing laws, similar to those adopted 
Wisconsin, Colorado, and elsewhere, wherein is assured benefits and protec- 
to manufacturers, dealers, and the publie as well. 
Resolved, (i) That the national association be petitioned to seek passage of 
leral laws that in substance and effect will supervise and regulate manufac- 
‘er and dealer contractual relationships, similar to laws that are now in effect 


ontrol and supervision in such other divisions of our economy, i. e., public 
r; Security Exchange Commission; Department of Banking; Bureau of 

Health: Interstate Commerce Commission; Federal Communications 
\ission, ete. 


Resolved, (j) That we present these observations, findings and recommenda- 
: to each of the following named associations, organizations and individuals, 
id that we ask each of them to take heed of our report and appeal, that they 
d their aid to see that this situation, within the scope of their position and 
ity, is analyzed so that remedial measures are propounded and put into 
ct so that such beneficial changes can be effected as will stave off the impend- 
r calamity that must finally engulf all of us, as this so-called franchise system 
e operate under will fail and a new but more demoralized merchandising system 
ll result. Such as would if dealers collectively refused to accept any more 
other than those they could dispose of, and to do so effected measures 
ong themselves take, and even more severe steps, which could be done. 
New Jersey Automotive Trade Association, 744 Broad Street, Newark 2, N. J. 
tional Auto Dealers Association, 17th Street, Washington, D. C. 
Robert Meyner, Trenton, N. J. > 
ted States Senator Clifford Case, Senate Office Building, Washington, D. C 
ited States Senator Alexander Smith, Senate Office Building, Washington, D.C 
tate Assemblyman Alfred N. Beadleston, State House, Trenton, N. J. 
State Assemblyman Clifford Barkelow, State House, Trenton, N. J. 
tate Senator Richard Stout, State House, Trenton, N. J. 
nited States Congressman James C. Auchincloss, Washington, D. C. (Rumson). 
ted States Senator Joseph C. O’Mahoney, Wyoming, Senate Office Building, 
Washington, D. C. 
nited States Senator Mike Monroney, Senate Office Building, Washington, D. C. 
nited States Congressman Arthur Klein, New York City, House Office Building, 
Washington, D. C. 
ited States Congressman Wright Patman, House Office Building, Washing- 
ton, D. C. 
Resolved, (k) A study be made by the Federal Trade Commission to deter- 
ine the advisability or otherwise of disassociating by legislation each of the 


S 
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following corporations from such of its subsidiaries as it finds should be 
its own just as was done to the Standard Oil Co. early in the century and more 
recently to the Radio Corporation of America, and to propound legislation if 
their findings prove such action to be necessary: General Motors Corp., Ford 
Motor Co., Chrysler Corp 

Resolved, (1) We voice our approval of the action taken by the Senate Jud 
ciary Subcommittee on Antitrust and Monopoly, under the chairmanship 
Senator Joseph C. O'Mahoney (Democrat, Wyoming) in bringing to light the 
problems we are faced with and we pray that they do not let up in this activity 
until legislation is enacted to effect Government supervision and controls, for 
the ultimate relief of the dealer body, the public good, and if this is done properly 
it will also rebound to the good of the manufacturers as well. 

We also wish to state that although the public press haus reported only su 
statements of complaints as relate to General Motors und its dealers, the same 
conditions, prevail with dealers and all the other manufacturers, such as, 
Chrysler and Ford and to a lesser degree with the other minor manufacturers 

And may we state further that extending the term to 5 years or even longe1 
than that, adds nothing to the security of the dealer, nor does it give him any 
say in his contractual relationship. 

Resolved, (m) The members of this committee have given serious study of 
this situation and to justify their recommendations, should athix their nami 
thereto, but fearful of reprisals, submit this report without disclosing their 
identities, and trust that their actions will not in any way tend to discredit any 
thing stated herein. 

TRENTON 
Senator JOSEPH C, O' MAHONEY, DECEMBER 
Senate Building: 

I endorse the testimony of GM dealers Yager and Silaz as facts. It is 
*Mr. Curtis’ policy to allow a 50-car dealer to buy 1,000 cars knowing full 
that the cars must be disposed of in a territory other than his own. 

FRANK REESE, 
Buick Dealer, Trenton, N. J. 


Senator Jos. O MAHONEY DECEMBER 9. 
Nenate Building: 
If GM conducted all divisions like they run the Cadillac division 90 percent of 
our problems with GM would be over 
FRANK REESE, 
Buick Dealer, Trenton, N.. 


DECEMBER 14. 
fon. JoseEpH C. O'’MAHONEY, 
icting Chairman, Senate Judiciary Subcommittee on Antitrust and 


Monopoly, Senate Office Building, Washington, D.C. 


My Dear SENATOR O'Manoney: Thank you for the good you have done motor 


ear dealers who are definitely small-business men, and the motor-car manu 
facturers. 


It is quite true that motor-car dealers have enjoyed high earnings in the past 
10 years, but the earning *25 years before World War [1 and during World 
War II were ver: 

Karnings before taxes are one thing. This corporation, my wife, and I have 
paid over $500,000 in the past 10 years in Federal income tax. We have invested 
pproximately one-half million dollars in highly specialized building construction 
ind equipment which would have practically no value in any other business 


f +++ 


se facilities would have little value if we did not have a motor-car franchise 
I rented the finest motor-car sales and service building in Philadelphia in 1933 
S600 noenth, and that amount was S200 less per month than the owner 

1] otor-car manufacturers were drawn up 
protection of the manufacturer. No dealer in my 
Ss ever been consulted ubout the proposed contents 

ing agreement. 

success has been the result of many factors, fou 
r its customers than any other motor-car manu 
ied by the high resale valne of GM ears on the 
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b) GM has done more for its stockholders. 
(¢) GM has been more considerate of its employees. 
(d) Contrary to what many independent motor-car manufacturers adver- 
tise, from my experience, GM has been more considerate of their dealers than 
ny other motor-car manufacturer 
GM has many factors of strength, but frankly, I believe that their greatest 
set is their strong dealer body, who are customer-minded and willing to take 
e necessary steps to back up the produet with good local service 
have seldom heard of a GM dealer taking the initiative and canceling his 
act. The factory has taken the initiative in all of the eases of which I have 
So the 5-year duration of the GM selling agreement is definitely a step 
he direction of a desired agreemnet which will protect the dealers’ 
a greater degree GM factory 
o- 


they had 25 vears ago 


equities 
workers today have 10 times the protection 


Very sincerely vours, 
W. S. JoHNsTron, President. 


Johuston Cadillac Co 
NEW YORK 


DECEMBER 21. 
JosePpH C. OTM ATONE) 


nate Building, Washington, D. ¢ 


SENATOR: Permit me to complitient you on the very fair and impartial 
you held in Washington recently. in connection with the General Motors 


\ 


is regrettable that it became necessary to enlist the authority of a Senate 
ena in order to bring around the table, factory and dealer representatives 


r out some of the inequities in the business. However, since it was 


il neces- 


| te Hat all parties were fortunate in having you act in the capacity 
, P meeting 
‘e are so many other national and international problems in this great 


ours, that demand your attention along with your colleagues, that 
» to see the automobile industry clear up their own problems around 


d not make iecessary for legislation. I hope that this 


rrac, Inc 


We in the business know that what Mr. Yager the 


Ll vou is 100 percent correct. 


We have been following with interest the investigation 


at GM said about selling the automotive parts jobber. 
how They allow margin of only 25 percent gross profit 


ing items and less on the “captive” items. It costs the jobber 


do business. The jobbers that have taken on their 

i il If you want more details the National 
would be glad to supply the details. 

good deal, why are there so many changes 

mpelled to 

less and 


dealers 


~ 
i 


itulations on your conduct ir » auto hearings. 
while it may be true that the factories don’t send 
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you a car unless they have an order for it, no one has so far looked int 
mentioned the pressure, coercion, threats, intimidations, etc., used to obta 
these orders. 
HAROLD REESE, 
Doduy 


MOUNT VERNON 
DECEMBER 9) 
Hon. JOSEPH C. O’MAHONEY, 
icting Chairman, Senate Antitrust Subcommittee, 
Washington, D.C, 


DEAR SENATOR O’MAHONEY: After reading the article in the New York Tim 
of December 3, 1955, by Charles E. Egan, covering the hearing before you 0) 
December 2, 1955, I felt that I would be remiss if I did not write this letter 
you. 

My brother, George F. Stevens, and I have been Buick dealers since Janua 
1930. During the first year we sold 195 new Buicks; and during the fiscal ye 
Which ended October 31, 1955, we sold 2,241 new Buicks. If my memory serves 
me correctly we made a profit each year. Also during some of these years wi 
had other contracts with the General Motors Corp. such as United Motors Sery 
ice, sales and servicing of Pontiac automobiles and sales and servicing of Gene! 
Motors trucks. 

Throughout all of these years we have had a few contacts with Mr. Alfred P 
Sloan and many with Mr. Harlow H. Curtice, and a number of other officials and 
representatives of the corporation. We have always found these men to be ope 
to reason, understanding, and fair minded consistent with good business. W: 
have nothing but the greatest respect and admiration for Messrs. Sloan and ¢ 
tice. Naturally they have never pleased us 100 percent any more than my brothe 
and I have pleased them, our employees, customers, and others 100 percent. 

Several years ago the Buick motor division presented my brother and mx 
each with a silver plate on which was inscribed: “In acknowledgment of the 
silver bond forged by our 25-year association.” At that time I wrote to the co 
poration stating that the silver bond forged by our 25 years’ association had bee 
responsible for the happiest and most suecessful and prosperous business years 
of our lives, and we were deeply grateful. 

My brother and I have associated with many General Motors dealers durin: 
these years and we have said from time to time that a great many of them should 
kiss the ground that the General Motors buildings stand on because we felt that 
most of them would not be as well off as they are today if it were not for the 
General Motors Corp.; furthermore, we would not employ most of these dealers 
in our business. As we see it the success of a business depends upon the ability 
and energy of the men who operate it and no one individual has the right to expect 
everything to go just the way he wants it toallthe time. Surely it must be recog 
nized that when a man does not want to be an automobile dealer he does not have 
to be one and he always has the alternative of getting out of a business he does 
not like and going into something else. 

We can never recall that the corporation has brought pressure to bear on us 
to buy more ears from them than we wished to and there have been times when 
they did not sell us all the cars we wished to purchase. There also have been 
times when the corporation had a surplus of cars and when they asked us to 
help dispose of them we always cooperated because we felt it was the fair and 
honorable thing to do. Based on our many years of dealing with the corporation 
we cannot help but take issue with anyone who, as quoted in the New Yorl 
Times, accuses Mr. Curtice and other top General Motors officials of having 
“adopted the policies of arrogant, selfish dictators.” 

I am writing this letter in the friendliest way I know how and with the ! 
intention. 

Very truly yours, 
STEVENS Buick Corp., 
P. J. STEVENS, President 


WILLIAMSVILLE 
DECEMBER 6 
Hon. Senator O’MAHONEY, 
Washinaton, D. CG. 
DeAR Str: We would like to add our small voice in connection with the invest 
gation of General Motors Corp. dealer policy. The fact that the automobile 
dealers made less than 1 percent net profit last year is no doubt due to the 
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hitic 


litions Which exist in the automobile industry and mostly the factory dealer 
We believe bringing these facts out in the open will help all dealerships. 
Respectfully yours 
DALE K. STRIMPLE, Secretary-Treasurer, 
Aaiser-Nash 
NORTH CARLINA 


KINSTON 
NOVEMBER 3 
tor O’MAHONEY, 
Chairman, Senate Antitrust and Monopoly Subcommittee, 
Vashinaton, D. C. 

AR SENATOR: I wish to contribute a few thoughts that may help in your 
ent investigations of the automobile industry. 
his thinking is based on experience gained in 29 continuous years as an auto- 
er, With the Chrysler Corp. only, in Kinston, N. C., a small-trade center of 
roximately 40,000 population. 

\lthough I survived the depression years 1930-32, I do not see how I can 
ive the present period if automobile retailing continues along its present 
se 

[ hold nothing in particular against General Motors, decrying only those 

ngs I hold against each of the big three car manufacturers. In fact, there are 
ew things about General Motors that I admire above that of other manu- 

turers. 
many, many ways the interests of the car manufacturer and its dealers 
parallel. Generally, what’s good for the factory is good for the dealer. 
vever, this is not always true. In my opinion, the one exception to this rule 
I can think of, is what has made the retailing of automobiles a sick, very 
industry. I shall try to explain. 
a car dealer’s trade territory has a good marketable potential of say 100 

s per year, he can sell those 100 cars and make a fair profit. But if he tries 

force the sale of 125 cars per year into that same trade territory, he nearly 

ays finds that the extra cost and the bad trades involved will cause those 25 


to be sold, not at a profit, but at a substantial loss. In fact, they quite often 


e out the profit for his entire year’s work. 
Vhen the car manufacturer sets out to build its new model car for the fol- 


\\ 


n 


vear a price is set on that car based on various projections. Let’s say 

a manufacturer projects that it can build and profitably market 400,000 

at a price of $2,500 each. In arriving at this price for this car he has 
ulated his total costs, including material, labor, administration, advertising, 

yperty taxes, depreciation, research, etc., and set it over against the projected 

1.000 cars. 

Now let’s say that this manufacturer gets pretty well along in his model year 
that he is going to make this projection of 400,000 cars all right, and that, 
ips, by putting on a big push with his dealers he may even find that he can 
luce 500,000 cars. So, the push is on. Now, since all fixed charges such as 
nistration, advertising, property taxes, depreciation, and research were 
red off against the original 400,000 cars, it is easy to see that the extra 

000 cars will be enormously profitable. 
hink these examples, crude as they are, explain how, at one point at least, 
terests of the car manufacturer and its dealers are at variance 

ligh and higher production for the manufacturer is unusually profitable 

eep and deeper penetration of the retail market for the individual deal 

early always suicide. 

urse, dealers do not have to take all these cars from the manufacturer 
only have the courage to say no, no, no, day after day. But I believe 
cent of all dealers finally succumb to the pressure, at least in part 
y case, if one dealer in Kinston succumbs and becomes overstocked, and 
his cars at distress prices, every dealer in Kinston suffers for it I don’t 
ve I know of a town anywhere near us but wherein there is at least one 
who is overstocked, in some make car, and is in distress. 
ere is one angle of the “supply-and-demand” situation which I would lik 
scuss with you, but I suspect this letter is already tiresome to you. 
Thank you, sir 


r 


R. A. THOMPSON, 
Plymouth. 
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OHIO 


DAYTON 


NOVEM 
Hion. JOSEPH O’ MAHONEY, 


Chairman, Senate Judiciary, Antitrust and Monopoly Committee 


Senate Office Building, Washington, D. C. 


Drark Sirk: Concerning your present investigation of the retail automobil 
dealers and their crave problems, I wish to reply. You and your committee ar 
doing an excellent job in bringing to light practices that are presently eating 
at the automobile dealers like a vicious cancer eats at the human body. 

Before going any further I wish to state that the evil practices of some of the 
big giants in the automobile industry are not so with our company, the Stude 
baker-Packard Corp., I can only say that if the relationships of all the deale: 
were as fair to both parties as our relationships with our factory, there would 
be no problems in this industry. 

So then, why my letter? 
the pract 


’ 


I can only state that we are a victim of circumstance 
ices used by the big automobile giants, such as forcing their merchandise 
upon dealers and allowing them only the avenue of selling this merchandise, 
or disposing of it regardless of how it is sold or disposed of, forces us to di 
likewise or fall by the wayside Ina great many cases it hurts us a great dea 
more because we do not have the tremendous volume attached to our business 
like the big giants of the industry. >ut due to this pressure upon the dealers and 
them in turn forced to throw away their profits to sell merchandise, we mus 
ve our profits away to even compete in this dog-eat-dog market. 

rhe core of the problem lies in all dealers of all makes of automobiles demand 
ing and getting an equitable contract, a contract that cannot be canceled 
because a dealer will not take more cars than he sells at a profit, or 
he refuses to gamble his investment upon some crazy factory idea. A dealer 
must invest a tremendous sum of money to enter the automobile business and fo 
this investment he receives a piece of paper that puts him in business ior 1 yea 
‘ until he refuses t something that he knows is economically unsound 
If all dealers had a secure contract they then could run their own business, like 
the American system of free enterprise entitles them to do. Until the big giants 
of this industry realize that these percentages they speak of that a dealer must 
get within a certain market must add up to a mathematical 100 percent and 
not their idea of this total we will be faced with this problem of pushing a 
market, forcing these automobiles into the hands of persons whose already 
stretched budget leaves no room for new-car indebtedness. Again, if the dealers 
had their way about it, they would only order cars which they feel a market 
could absorb without turning to crazy-credit terms to move this merchandise 

The net-profit picture of the automobile dealers is critical, it can drop no lowe1 
Last year it finished up less than 1 percent and this year for 9 months it is in the 
2 percent and still dropping. This is not a pretty picture but believe me it is 
the automobile dealer of this great country of ours as he is today. The automo 
bile dealers are in the midst of a depression in the presence of plenty. I be 
your continued efforts to protect the future, if there is any left of the retai 
automobile dealer. 

Sincerely, 


us 


because 


RiIEGER Morors, INc. 
RayMoNpD E. Riecer, President, 
Studebaker 
WARREN 


DECEMBER S 
or Joserpn C, O MAHONEY, 


Chairman. Automobile Investigating Committee. 


Dear Mr. O’MAnHONEY: I want to commend you for the fine job we read you ar 
doing in investigating the automobile retailing industry. IL trust you will con 
ome up with some recommendations that will help us as dealers, o1 

ive to follow the many that are closing up. 
} 


LO Stl 


mit a few facts concisely that you may or may not know that wi 
a better picture of what is going on in the dealer picture. 
ose two tear sheets with red underscorings of statements that I know 
e inasmuch as they refer to dealers. I have been a dealer for 21 years 
never made any money except during the war years when there was not over 
production and forcing of sales—now we are back where we came in—overpro 
duction and forcing of sales with us dealers standing all the brunt of the price 





STUDY OF THE ANTITRUST LAWS 4113 


ting. We are forced to give away as overallowances, in order to move cars 


retail at all, more than one-half of our trade margin—expenses of doing busi- 
has doubled and trebled, so we cannot possibly make ends meet and are in 
ger of being forced out of business as are an average of about 100 dealers 
yveek 
We were in a meeting last week where we were advised to lower our margin 
profit in order to sell more cars to make more money, and that by lowering it 
ich, we could expect to sell so many more cars and make more profit. I] 
ed the one conducting the meeting if his factory was prepared to do exacth 
that factory was advising us to do; he said that he didn’t think so. I told 
that until the factories were prepared to participate in that procedure, I 
not have any faith in it—it was too one-sided. This is the net result: 
Before I state the net result, this factoryman conducting the meeting said 
they lost money on every one of the fastest selling models they sold us; I 
him that that was not consistent with the published statement that the 
ory made about $75,000 the first 9 months of the year while we made less 
n we had made for last S vears Now the net result is this: 
Curs have been raised by the factories every vear for the past 8 years until 
re priced out of the murket 
ilers are expected and advisd to lower their prices in order to sell the cars 
the factories who make a full profit always—no tradeins upon which to 
money each month they are in stock 
public interest is great—they have pay inflated prices even after a 
iler has given them his profit to move the car—workmanship is inferior and 
lel the cars into condition is another large item the dealer has 


i antastic profits in their mad race for 
xpense of the ilers and the public 
lers are closing up fast—the public is fast being deprived of adequate serv- 
ng facilities of those dealers and their investment in the proper performance 
r cars is suffering because of that fact. 

We do not ask for subsidies such as the farmer gets, but we do want a product 
is priced fairly so that it can be sold without us having to give away all 
profits to move them for the factories; we want, and must have, a restora 

1 of profit possibilities that can only result from control of the factories making 
the profit and the dealer none 

am a Chrysler dealer, and proud of it, for our relations have been of the 

| have never purchased a car, part, or program that I did not freely want 
I don’t want them, I don’t buy them: I called and diverted two cars this 
that had been heduled for us without our knowledge and they freely 
1d them on to other dealers who wanted them. But the fact remains that 
e not priced right in the market and cannot meet competition without giving 
most of our profit to do it—factories must realize this fact. 
far as we are concerned, our troubles stem mostly from the fact that we 
in the vise between General Motors and Ford in their mad race for 
rations and sales—we do not establish the pace nor practice, we are forced 
eet it and we are hurt by it as much as if we were their dealers. 
s hard to make clear much in a letter but I hope you can grasp enough to 
lerstand that—unless you get us help, the automotive public is going to suffer 
e loss than they have at the hands of high prices—unwarranted high prices 
bankrupt dealerships—who have already been forced to curtail services to 
toring public who has every right to such service 
Keep up the good work 
Sincere ly yours 
Warren L. THomas, 
Chrysler 


are two groups that now control the market—first, the executives of 
rations with options, whose very future is largely controlled by their ability 

et the value of their stocks up, and second, the managers of the various 
S and investment trusts whose shares are sold to the public. Today, the 
als of nearly all the big corporations have large options on the common stocks 
heir companies. If their common stocks don’t go up, they are “out of luck.” 
result is that, out at Detroit, almost every week the public is given fantastic 
ements of how wonderful the outlook for the automobile industry is. In fact, 
almost have a repeat performance of the General Motors officials’ optimistic 
itements in the late twenties—regarding the soundness of installment sell- 
gz and the soundness of the prosperity—when actually there was no prosperity 


at all 
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Now, we know that both General Motors and Ford were 100-percent wrong 
in overselling the country cars in the late twenties, and in the optimistic stat: 
ments they issued about the new era ahead. If you want to see how much wors: 
the situation now is as compared to 1929, just go around and talk to used-ca 
dealers, new-car dealers, and money lenders in your own community. You w 
readily find that, in their desire to show profits and put their stocks up, the motor 
company Officials seemingly are not in the slightest bit concerned of what ji 
going to happen to the credit machinery of the country as a result of high-pressure 
methods, overselling the market by at least 2 million cars during this year; that 
they are not in the slightest degree concerned with the fact that at least 100 
motor dealers a week are either being driven out of business or into bankruptcy 
in many cases, with their health and families being ruined. 

After the country had this act put on once before, in the twenties, you’d nat- 
urally think that they would try to avoid feast or famine conditions in the auto 
mobile industry. You would think that they would want to make business more 
steady, and avoid such a scandal that Congress might be forced to act on new 
legislation for the industry. But before this could be done the options would not 
be good. The whole process reminds me of the dying words of an extravagant and 
reckless French monarch, who, on his death bed said, “After me the deluge.” 


The Ford Foundation trustees and the stock market 


Since the Ford Foundation announced that they would offer to the public, 
after the first of the year, a sizable block of the Ford Motor Co.’s common stock, 
reports indicate that almost every broker in the United States and in foreign 
countries is interested in buying into the “gold mine.” The viewpoint is almost 
unanimous on Wall Street that the stock will be tremendously oversubscribed, 
and that it will sell after the offering, at a handsome premium. As yet no price 
has been set for this stock. If you offered in the same day, stock in the Ford 
dealers’ organization, it certainly would not be oversubscribed and you'd find very 
few people interested. Figure that one out. For anyone to even question that 
the Ford Motor stock will sell at any price, no matter how high, in Wall Street 
today is plain heresy. Well, I am still convinced that the Ford trustees waited 
too long, and that conditions 2 months hence will either force them to postpone thx 
offering, or to sell at a much lower price than they are now figuring on. I am con 
vinced that, by that time, the general public will be aware that the automobile 
industry used high-pressure methods in 1955, and “stole” a very large part of 
the sales of 1956. They will then see not only a substantial increase in reposses 
sions, but even a more serious price war than is now taking place. The price war 
now going on is unofficial, and it is the dealers that are taking the beating, but soon 
he automobile companies themselves will have to cut prices to keep operating. 


OKLAHOMA 


PONCA CITY 
DECEMBER 27. 


United States Senator O’MAHONEY, 
Washington, D. C. 

Dear Str: Thanks for your good work regarding the automobile dealers’ in- 
estigntion. 2am sure other manufacturers are also involved in the one-sided 
ontracts, ete. General Motors is not the only one. What we automobile deal- 

s in this country need is the following for the safety of all concerned: 

1 e-third down payment regulation on new and used cars. Banks and 


Mm} } 


nies are responsible for this. 


an of S1f 


1) per old cars junked, must be sponsored by the factories 
“all unsafe junk cars on the highways, this would also create 

< * the factories ; this must be done. 
3’. Revised dealers’ contracts protecting dealers, on parts and accessories dis- 
s. The factori taking our parts business from us through other out- 


re 
r'é 


alers contract covering territory protection and cancellation 


is a simple solution. I have been an automobile dealer for 27 years. 
being abused in all lines of business. The Government must stop 
rbuying and overcredit abuse by the buying public. 
n thanking you for your good work, I remain, 
Yours truly, 
Ray H. EIseE te, 
Eisele Chevrolet. 
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PENNSYLVANIA 
CLIFTON HEIGHTS 
DECEMBER 7 
tor JOSEPH O’MAHONEY: 
help further your investigations of GM practices refer to Federal Trade 
nisslion file 0103152 General Motors Corp. Letter to follow. Keep up good 
STEELE Motors, IN« 
EMMOR D. STEEL! 


DECEMBER 7 
itor JOSEPH C. O’MAHONEY, 
Senate Building, Washington, D. C. 
DEAR SENATOR: Permit me to address you in the interest of Steele Motors, In 
ginally Steele’s Chevrolet, Inc., for 23 years and further enlighten you on 
gram which we sent this a. m. 
[ have been interested in this dealership, along with my brother George Bb. 
e, now deceased, since its inception back in 1932. From 1932 until 1951 
were a authorized Chevrolet dealership, when upon 2 weeks following the 
of my brother, February 15, 1951, we were canceled as Chevrolet dealers 
General Motors Corp. very graciously fulfilled their obligation by sending 
a 90-day supply of cars in 5 weeks’ time but only after we submitted certified 
ks for each and every car before it was delivered to our place of business 
\fter 3 months of negotiation, during which time we were told we would not 
n our dealership, after 19 years of building up the Chevrolet name in our 
unity, but upon receiving countless letters from our customers, they finall) 
nted and gave us a contract in May 1951. 
Ss new contract had my nephew, John H. Steele, Jr., as the dealer, who 
r the terms of my brother’s estate would have one-eighth of the stock upon 
tlement of same. Mr. James V. Boland, Chevrolet zone manager of Philadel- 
knew this and had a written agreement between himself, John H. Steele, Jr., 
myself that John H. Steele, Jr., would purchase my share of the stock 
hin» to «¢ years. 


\long about May of 1953 Mr. Boland decided that John H. Steele, Jr., should 


n my share of the stock immediately, which he was financially unable to do. 
October 1953 Mr. Boland, for unknown reasons, decided to cancel our 


ement. 
Immediately General Motors Corp. notified all dealers of this cancellation and 
reby caused us undue embarrassment, hardship, and loss of business as the 
dealers took this to mean that we were going out of business and told 
y of our customers this very same thing. It took quite a campaign on our 
to regain our former customers. 
We were affected to such an extent that from a profit of $15,000 in 1953 we took 
$20,000 loss in 1954 which can be verified by checking on Federal tax returns 
* these years. 
We are only a small concern and cannot fight a giant corporation like General 
Motors but we did solicit help from the National Automobile Dealers Association 
d the Philadelphia Auto Trade Association, of which we had been members 
*21 years but did not ever receive sympathy from them. Needless to say we 
ve since withdrawn our membership from both organizations. 
Please help us and any other dealers who may be in the same position. 
If we can be of any further assistance please call on us. 
Sincerely yours, 


STEELE Morors, INc., 
Emmor D. STEELE, 
President. 
WEST PITTSTON 
DECEMBER 12 
Hon. Senator JosepH C. O’MAHONEY, 
Senate Office Building, Washington, D. C. 
Dear Senator: I have read and followed as closely as possible an account of 
hearings you are conducting. I have a personal interest as I am an ex- 
Pontiac dealer and General Motors employee, also a friend of Lee Anderson, a 
inceled dealer from Lake Orion, Mich., who has testified before your commit 
tee. As an ex-Pontiac dealer and supervisor at Pontiac motor division in 
Pontiac, Mich., with a total of 28 years’ service in the factory and dealership, I 
sh to inform you everything I have read and all the testimony you have heard 
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Motors’ sharp practices and unfairness is t 
vy have merely seratched the surtace Mr. Curt 
half-truths in regard to dealer profits and dea 
1 


yrs) t 


of doubletalking and transposing figures. 
rin 1954, I sold my dealership May 1, 1955. Accord 
inventory less depreciation of equipment I feel Pontiac helped cheat nx 
$6,000 by prearranging the price with a buyer of their choice. I w 
their figure or be coerced and blackmailed by zone officials 
il I wou have had a nervous breakdown and be forced out with nothing 
In my opinion, under present General | 


Motors top management, there is a sli 


unscrupulous doubletalkers operating according to a selling agres 
nent that gives them unlimited power and control of their dealers 


pers bunch of 
Respectfully, 
ORVILLE McGraw, 
Pontiac 


DECEMBER 7 
lion. JOSEPH CC. O’ MAHONEY 
United States Senate, Washington, D. C 


Dear Sir: I have been a Chevrolet dealer for about 18 years and was a retai 
commission Chevrolet salesman for 6 years prior to acquiring my dealership. 
ve in a south Texas town of eight or ten thousand population, dependent or 
cotton, rice, cattle, and oil 
Writing to help keep the record straight regarding General Motors Corp., 
to General Motors dealers. General Motors Corp. has made ji 
au youthful dream of starting with nothing but know 
id useful business over the past 1S years. The 
partnership which I share with General Motors has operated with unbelievable 
thness and friendliness considering the size and number of transactions tha 
be worked out between us every day. 
Motors is honest I cannot brag on the integrity of General Moto 
whole Too many dealers have told me frankly that you can’t be 
still be honest by prewar standards. This I do m 


be honest and get our share of the market at a 


Su 


mv business between vacation trips and from 
for 7 years at a wonderful profit both to me and to thi 
hose days are over. TIT actively manage my business 48 
on Sunday afternoons and holidays for about one-lha 
ire of the easy unpractical vears after the war. 
IS vears ago knowing tliat it involved hard work s 
dealers have with the corporation is primarily caused 


uuld like to point out some of them to you not as mou 


can easily be smoothed over outside the Halls of Co 

ocal level are our friends and kuow and understand 

inderstand their problems. They bave some “mus 
when impractical, are minor irritants rather tha 


of all factory accessories before introduction 
» of these are awful “lemous” and are absolutely unsa 
t the local factory men have to sell them or else. Sometimes I flat! 
se to buy. So far I have never known of any reprisals. On the other han 
casions when I have gone out of my way to really do a big favor for m 
ofiice, I have yet to see them return the favor by giving me a break in 
or anything else tt accorded to my fellow dealers who were not so 
tive. So IL say that the coercion idea is “bunk.” 
source of irritant to the dealers are registration suggestions. The corpo 
would like for me to register all of my new company owned demonstrators 
names of retail salesmen to show larger registration credit. I simply 
the request because I outsell my nearest competitor anyway and I don’t 
to pay a State sales tax on a company demonstrator and also lose my grou 
ty insurance on it just to please the corporation. My refusal is not going 





t blame them f i + 
now is the sale of General Motors 
fforded a corporation car to work 
r suffer dire consequences. Now 
friendship for the factory men I take 
any mone) 1 one but ver make any 


itally, General Motors Acceptance Corp. se ‘ir cal o the highest 


selected from their cu 


ctory irritant me, and I ar ure t he : registration 


training cal i ! ire ha » ) mal high 


n Automobil ‘lution approved driver-training courses 


‘to register these cal l somebody Ss hae and pay a S25 


fee on each one to boost registration. I simply say “Yes,” but 
I will register the cars when I sell them next June. My zone man 
like it but he is certainly not going to cancel my franchise and 
S not a matter for Congress to decide 

problem that we think the factory handles wrong ion « 


dels ich as convertibles and corvettes In Florida ; vliforni: 


want more than Chevrolet will ship 
begging us to accept such models tha 
a protit We } | the convertibles 
can be sold for a profit in the right territory 
the other hand we su t them of pushing air-conditioned ca 
dealers nm Want them while we are begging and 


conditic 


ries of sudden cat 
’ y divorce cas 
mention abo. reneral Motors’ 
vy the corpo fe bright, 
ver heard of the ws ‘ iour law 


\lership on 


Joserpn (CC. O'MAHONEY 
Senate Office Building, Washington, D. ¢ 
AR SENATOR: AS Will Rogers always said, “All I know is what I read in the 


ers,” and that is all we out here do know about your investigation of General 


However, from what we read in the papers, it would seem to us that you are 
getting testimony from a very few disgruntled former dealers and possibly a small 
percentage of present dealers 
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We have seen no comment from the vast majority of General Motors’ succs 
ful, and happy, dealers—and I can assure you they are in the majority. 

Please bear with me a little, while I tell you a little of my background, so that 
you will know that I am speaking from personal knowledge and not from hearsay 

In 1937, I was employed by General Motors Truck & Coach Division (then 
Yellow Truck & Coach) as a parts man. I worked there a year and a half and 
was promoted within that organization. Then, I was transferred to Fisher Bod 
plant 40 garage, where I worked until the end of 1941 as a parts man and st: 
control clerk. 

I went to school at night at Detroit Institute of Technology, taking the cou: 
recommended by my superiors and when the war came on, I was trained to 
up to a more responsible position. I was given a wartime leave of absence fi 
my job at Fisher Body plant 40 garage to go to Bendix Aviation (then an affili 
of GM) as material control man. At Bendix, I worked up through material co: 
trol, production control, and engineering changes to assistant purchasing age 

Then in 1943, I was called back to Fisher Body division in the purchasing | 
partment as a production control engineer and expediter. All this time I had 
continued my studies at night along the lines recommended to me. And now 
Fisher I took General Motors’ executive training course, while working days 
Every step with them had been a step up. 

In 1944 (May), a critical situation developed in the plant of one of our s 


es 


pliers of some very critical parts and I was given a leave of absence to go to t} 
plant as general manager and purchasing agent. That plant, employing 350 
personnel, was 3 months behind schedule and in less than 3 months we were 
ahead of schedule and won the Army-Navy E flag consistently from then unti 
the war’s end. 

Please do not misunderstand my intention. I am not trying to show you wl 
a hot shot I am, or was, but to show you, rather, that General Motors spent a lot 
of time and money training me to the point where I was able to step in and do a 
very good job at a time when a good job was very necessary. Where would wi 
have been in those days if there had been no General Motors Corp. with their 
vast resources and facilities and trained personnel? And where will we be if 
another such a crisis arises, and it well could at any time, if you were to chop 
General Motors up into little pieces and destroy the best planned, best organized, 
and best directed big business in history? 

To get on with my story, at the end of hostilities, I asked for a leave of absences 
for health reasons. I had had pneumonia 7 times in the 6 previous winters and 
my doctor recommended a milder climate. 

We chose Florida and went there in late 1945. We rested until March of 1546 
and I took a job as assistant manager of a small Chevrolet dealership wher: 
stayed until June 1948. 

During this period, when you could sell all the cars you could get, we wer: 
getting 1 and at times 2 cars per month. This was supposed)y based on the 
dealers business done in 1941 and as my boss had not owned the dealership in 
that year, it was not a fair base for him. 

The zone manager at the time was a Mr. Bill Powers, and while he was a very 
likable gentleman, he was not a very good zone manager and many of the dealers 
were very unhappy about the way they were being treated. After talking with 
many of them at various meetings, I wrote to Mr. Charles Wilson, the GM presi- 
dent. and in my letter mentioned that as a zone manager, Mr. Powers would make 
a very fine advertising man. I doubt that my letter had much to do with it, but a 
very short time later we were notified that Mr. Powers was transferred to home 
office advertising department and we had a new zone manager who started giving 
the smaller dealers a better break and who made himself very well liked among 
the dealers. 

That shows you that even General Motors gets a misfit once in awhile, but when 
it is called to the attention of the proper parties, it is quickly rectified. 

And right here let me say that it is not their policy to force dealers to do any- 
thing they do not want to do. It is true that they do suggest certain advertising, 
merchandising, and accounting procedures and would like their dealers to go 
along with them on such plans. They want this because they are proven plans 
and have been used with great success by other dealers. It is for the strengthen- 
ing of the dealers own operation that such plans are recommended and they are 
only suggested after long study in actual operation in successful dealerships. 
However, a dealer does not have to accept any of these plans if he does not care to 

If he is a strong enough individual and has good plans of his own and can 
carry them out well, he makes a go of his dealership. If he is not, he makes a 
flop and then, and only then, will he be asked to give up his franchise. 
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will venture to say that if you were to investigate very thoroughly, the 
rs who have been asked to give up franchises, you would find that General 
rs had offered to help, in any way they could, that dealer and that he refused 
et them help him organize so he could make a go of it. The company does 
like to have a dealer make a flop. And if permitted, they would go to great 
ths to help him stay in business. I have personally seen them do it. 
Vhy do you not try a different tack and go into the story of the disgruntled 
ealers and check with at least a few of the satisfied dealers? They will tell you 
t they have not been forced into anything. They will also tell you that when 
followed the tried and proven methods suggested by GM they made more 
ney. 
ive had no connection with General Motors since 1948. I would like to be 
king again for them but my age (44) is against me as they, like every other 
pany who have insurance plans and retirement plans, must set an age limit 
idhere to it. 
feel obligated to them because they did a good job of training me so I 
d make a living working in any field and would like to have had them 
the benefit of that training. It just has not worked out that way, but 
11 do know that they are not, as sometimes charged, by unthinking and 
formed persons, a souless corporation. 
hey are directed by some of the finest men in the country who are just 
man as anyone you would want to know and who do take into con- 
ition the feelings of their loyal employees and dealers. 
Harlow Curtice, I do not know personally, but I do know that he did 
wcome president of General Motors unless he was a very human man. 
‘followed two of the most human men I have ever had the privilege of 
ng, Mr. Charles Wilson and Mr. William Knudsen. Their doors were 
any employee who had a question and I am sure they were open to 
alers as well. 
is Just a very small cog in the wheel, but I do know that my small 
uution to their organization was not overlooked and am just as sure 
the contribution of any sincere dealer is given much more attention. 
mut sales they would die a natural death. 
nk you for bearing with me and I trust that you will hear from more 
happy dealers and listen to what they have to offer. 
Youre very truly, 
M. D. PEARCE, Jr. 


VIRGINIA 


BRISTOL 
DECEMBER 7 
or O’ MAHONEY, 
Senate Office Building: 
ongratulations to you and your committee on General Motors extension of 
agreement term. However, an unfair agreement of 5 years is little if 
ter than one of 1 year. Respectfully refer you to paragraph (d), page 
d paragraph 16, page 10, of current Oldsmobile agreement for which I am 
After nearly 46 years in the automobile business about equally divided 
een factory and retail activity, would be glad to appear before your 
mittee. 
Geo. D. SPINKS. 
WINCHESTER 
DECEMBER 8. 
tor Josern CC. O'MAHONEY. 
Nenate Office Building, Washington, D.C 
an Senator: The writer has been an automobile dealer since 1923, and 
1933 to 1941 was a Chevrolet dealer 
are to be complimented for the investigation you are now conducting, 
rom firsthand experience I would be happy to recount for your committee 
iny pressures brought to bear on me during my tenure as a General Motors 
er. Such information, I feel, might well serve to aid in the correction of 
nany inequities which dealers improperly suffer under past and present 
ry policies. 
1 very kindest regards, I am 
Ss neerely yours, 
Cc. H. Scucttr, Sr., 
Ford Cars-Trucks 





every 
ire Irilid 


pere 


i t 
tion: munts to he 


Inanagement of this busines 
1 in lof 1958. LT went out and borrowed ad 
the business in March 1954 Lut the flood of 
methods were rampant, so LT was not able to make 
lovalty to GMAC, they came in overnight and advis 
ut wholesale credit, and they had Buick to pull 
nd wanted Vontine to do the same, but they refuse 


sell my new 1953’s at wholesale and had already gotter 
us figure for them. I persuaded them to allow me additional time, 
quidated the 1953’s at much more than they offered I tried to get whi 
sale credit, but the fact that GMAC had closed in on me prevented it. 
\ugust 1954, at the suggestion of the Pontiac district manager, I gave hi: 
ntent to sell.” This was acknowledged by the zone manager, and 
1 that they would “immediately begin to look for a deal 
as done, however, and on October 14, 1954, we were called to Char! 
joint meeting with both zone managers and their assistants. We were t 
that for some technicality, they could not look for a dealer so long as I hag 
selling agreement, but that if we would sign a termination agreement, waiving 
the 30-day clause, that they would secure a dealer to purchase our assets, at 

r price, and that they would not be a party to any theft of them. Wea 
he long it would take. Their reply was “S30 days or thereabouts.” We mace 
them repeat this so there would be no misunderstanding. We waited. In the 
Ist of December, the Buick district manager called and asked if we had gottet 
a purchaser. We were shocked, but told him that if it was our responsibilit 
we would do something about it. We advertised extensively, and got no response 
until January 1955. The inquiries I got were turned over to the Pontiae zone 
(we were Pontiac controlled), but they made no effort to follow up. Some were 
used-car dealers, who they did not want, and some were independent dealers 
other makes, and they advised us that they could not contact them. Why, I d 
not know. However, Il continued to hang on, hoping that they would get someone 
to buy me out About June 1955 [T had a prospective purchaser, who has sit 
told me that if the factory representative had contacted him that he would ha 
taken the deal at a fair price. But the representative was tied up on “spec 
assignments,” and let this man cool off. I hung on until October 1955 when 
had lost most all that I had, and was forced to make an assignment of our asst 
for the benefit of our creditors We were sold out on November 9, 1955, 

15 cents on the dollar, and I lost 27 years of savings. 

I heard Mr. Curtice on TV yesterday extoll the high ethics of General Mot 
The Chinese say, “What you are speaks so loud, I cannot hear what you say.” 

I think that the woes of the dealers are caused by a one-sided contract, ove! 
production, excessive delivery expense, too much overhead caused by the fan 
building, reams of advertising, and distress selling caused by pressure. We wert 
told in 1953 that we would have to sacrifice a portion of our profit in order to se 
the output of the factory. Never did they siy they would sacrifice any of the 
profit It is impossible to move the present output profitably, at retail 

Thank you for this opportunity to explode. Maybe this will be the straw 

Yours very truly. 


STute 


C. B. BLAIr 
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have our 100-percent 
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Antimonopoly Subcommittee Hearings on General Motors 
Qn behalf of our directors and entire membership, I wish to 
ir committee and yourself personally for the fair and impartial hear 
corded factory officials, individual dealers, and dealer-association spokes 
We are confident that as result of the testimony offered, a comprehensive 
nstructive report will be forthcoming as a guide to either voluntary or 
ressional Col rective action 
so aptly stated, “The basic issue is one of the humanities.” That being 
the primary consideration is what constitutes a fair and workable 
nt between a manufacturer and his selling agent. 
the recently held 2Sth annual convention of the Wisconsin Automotive 
des Association, attended by over half of its 1,700 new-car dealer members 
ibsequent district and county meetings; and at the last meeting of its 45 
er board of directors on December 1, the position of Wisconsin dealers 
unequivocally stated that congressional remedial action be secured to stop 
e suicidal and demoralizing conditions now prevailing in the automobile re- 
ng industry due to factory pressure and factory sponsored or endorsed sales 
the threat or implied threat of cancellation of franchise being the 
ck in securing dealer acquiescence to factory demands. 
i result of automobile manufacturers’ insatiable demand for sales, the en 
ountry is now being subjected to merchandising, advertising, and financing 
es that are most shameful and unethical, and which, if allowed to con 
e, will be the ruin of many independent businessmen and the national econ 
as well 
but small comfort to us in Wisconsin that we are not as bad off as the 
f the county because of a State law penalizing factories for unfair cancella 
of their dealers or for coercing them to do acts against their will. The 
vhess of such legislation and the fact there has been no United States Supreme 
rt decision upholding the constitutionality makes it necessary that Federal 
egislation implement State legislation and in so doing emphasize to the high 
surt that a great problem affecting all retailers in America warrants a favorable 
cept of fair and equitable relations in contractual conduct. 
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That the legal trend is favorable can be cited by the following excerpt fix 
Justice Currie’s majority opinion of the Wisconsin Supreme Court’s decisi 
upholding the constitutionality of the Wisconsin automobile dealer-automobil 
manufacturer licensing law. ‘The State has thus made it crystal clear that the 
unfair cancellation of a dealer’s franchise without considering the dealer’s equi- 
ties is against the public policy of this State.” 

We are enclosing the following material for inclusion in your committee report 
as a source of constructive action: 

1. A copy of chapter 218.01 of the Wisconsin statutes licensing automobile 
dealers and manufacturers, 

2. A copy of Chapter 364: Laws of 1955, as a new addition to chapter 218.01 

3. A copy of Chapter 33: Laws of 1955, as a new addition to chapter 85, and 
which also deals with the licensing of automobile dealers and manufacturers, 

t. A copy of the pertinent sections of the above-mentioned statutes. 

>. An analysis of automobile franchises and suggestions for improvement. 

6. Copy of agreed-upon contract just completed in Wisconsin and which it 
corporates equitable provisions. 

Again thanking you for your interest and assistance, I am 

Gratefully yours, 
Louis MiLAN, 
Executive Vice President, 
Wisconsin Automotive Trades Association 
MaApIson 3, Wis., January 6. 


CHAPTER 218 


FINANCE COMPANIES, AUTO DEALERS, ADJUSTMENT COMPANIES AND COLLECTION 
AGENCIES 
218.01 Motor vehicle dealers: salesmen; 218.02 Adjustment service companies. 
Sales finance companies, licenses; 218.04 Collection agencies. 
fees; regulations; coercion; sub- 218.05 Community currency exchanges 
sidies ; penalties. 


218.01 Votor vehicle dealers; salesmen; sales finance companies, licenses: 
fees; regulations; coercion; subsidies; penalties. (1) DEFINITION. In this sec 
tion, unless the context otherwise requires, the following words and terms shall 


have the following meanings: 

(a) “Motor vehicle dealer” means any person, firm, or corporation, not ex- 
cluded by paragraph (b) of this subsection who: 

1. For commission, money or other thing of value, sells, exchanges, buys or 
rents, or offers or attempts to negotiate a sale or exchange of an interest in motor 
vehicles: or, 

2. Who is engaged wholly or in part in the business of selling motor vehicles, 
including motor driven eycles, whether or not such motor vehicles are owned 
by such motor, firm or corporation. 

(b) The term “motor vehicle dealer’ does not include: 

1. Receivers, trustees, administrators, executors, guardians or other persons 
appointed by or acting under the judgment or order of any court; or 

2. Public officers while performing their official duties; or 

3. Employes of persons, corporations or associations enumerated in subdivi- 
sions 1 and 2 of this paragraph, when engaged in the specific performance of 
their duties as such employes, 

4. Sales finance companies or other loan agencies who sell or offer for sale 
motor vehicles repossessed or foreclosed by them under terms of an instalment 
contract, or motor vehicles taken in trade on such repossessions. 

(ec) “Motor vehicle salesman” means any person who is employed as a Salesman 
by a motor vehicle dealer to sell motor vehicles. 

(d) “Sales finance company” means and includes any person, firm or corpo- 
ration engaging in the business, in whole or in part, of acquiring by purchase 
or by loan on the security thereof, or otherwise, retail instalment contracts from 
retail sellers in this state, including any motor vehicle dealer who sells any 
motor vehicle on an instalment contract or acquires any retail instalment con- 
tracts in his retail sales of motor vehicles. 

(e) “Retail instalment contract” or “instalment contract” means and includes 
every contract to sell one or more motor vehicles at retail, in which the price 
thereof is payable in one or more instalments over a period of time and in which 
the seller has either retained title to the goods or has taken or retained a 





STUDY OF THE ANTITRUST LAWS 4123 


ty interest in the goods under a form of contract designated either as a 
jitional sale, chattel mortgage or otherwise. 

“Retail seller’ means a person, firm or corporation selling or agreeing to 
one or more motor vehicles under a retail instalment contract to a buyer 
he latter’s personal use or consumption thereof. 

g) “Retail buyer” means a person, firm or corporation buying or agreeing 
buy one or more motor vehicles from a retail seller under a retail instalment 
act. 
h) “Cash price” means the retail seller’s price in dollars for the sale of 
ds, and the transfer of unqualified title thereto, upon payment of such price 
sh or the equivalent thereof. 
“Time price’ means the total amount which the buyer contracts to pay 

1 retail instalment contract. 

‘Time price differential’ means that part of the total price in the retail 

nent contract of sale in excess of the cash price, and includes all charges 

nature whatsoever which may be assessed the retail buyer by the seller 

sts, charges, eXaminations, appraisal, service, brokerage, commission, ex- 
fees, fine penalties exclusive of insurance premium costs and except 
charges which may be specifically provided for in this section, or in the 
orders issued by the licensor. 

The term “commissioner” means the state commissioner of banks and any 

ithorized deputy named or appointed by such commissioner to perform any 
ion in the administration or enforcement of this section. 

“Motor vehicle’ means any motor driven vehicle required to be registered 
r section 85.01. 

rhe term “department” means the state motor vehicle department, and 
les any duly authorized deputy named or appointed by the director thereof 
rform any function in the administration or enforcement of this section. 

‘Licensor’ means the body, either the commissioner or the department or 
ssuing a license hereunder. 
“Manufacturer” means any person, resident or nonresident, who manufac- 
or assembles motor vehicles 
“Distributor” or “wholesaler” means a person, resident or nonresident, 
1 whole or part, sells or distributes motor vehicles to motor vehicle dealers, 
» maintains distributor representatives. 

Factory branch” means a branch office maintained by a person who 
factures or assembles motor vehicles, for the sale of motor vehicles to dis- 
ors, or for the sale of motor vehicles to motor vehicle dealers, or for directing 
pervising, in whole or part, its representatives. 

“Distributor branch” means a branch office similarly maintained by a 


tor or wholesaler for the same purposes. 


Factory representative” means a representative employed by a person who 


factures or assembles motor vehicles or by a fact branch, for the pur- 
* making or promoting the sale of its motor ie , or for supervising 
acting its dealers or prospective dealers. 
“Distributor representative’ means a representative similarly employed 
stributor, distributor branch, or wholesaler. 
“Person” means a person, firm, corporation, or association. 
AUTHORITY OF DEPARTMENT AND COMMISSIONER. The department shall 
e the licenses provided for in subsection (2) (d) 1 to 6 and have supervision 
the licensees thereunder in respect to all the provisions of this section, except 
is to such matters as relate to the sale of motor vehicles on retail instalment 
acts and the financing and servicing of such contracts, over which matter 
mmissioner shall have jurisdiction and control, and the commissioner 
issue the licenses to sales finance companies. Either licensor hereunder 
upon request, furnish the o r licensor with any information it may 
in respect to any licensee or applicant for license or any transaction in 
ch such licensee or applicant may be a party or be interested. No license 
| be issued under subsection (2) (d) 1 and 8 until both licensors have approved 
application. The suspension or revocation of either of such licenses shall 
matically likewise suspend or revoke the other license; and such suspension 
revocation shall be certified by the licensor ordering it to the other licensor. 
2) LICENSES, HOW GRANTED. (a) No motor vehicle dealer, motor vehicle sales- 
n, or sales finance company shall engage in business as such in thi ate with- 
license therefor as provided in this section. If any motor vehicle dealer 
is a motor vehicle salesman he shall secure a motor vehicle salesman’s 
ise in addition to a license for motor vehicle dealer 


] 





require 
such 


fina 


is sectiol 


ised within 30 days after 


revoked or suspended, on December 


applic 


unted, except that where a 
is in the process of heing 


be considered until 
mrt thereof, shall be a 


each office or branch or agent t 


“ach used carlot not immediately ac 
and for each factory branch in 


holesalers, the same as for dealers. 
der subdivision 2 or 3 next preceding, nay also op 


vy additional fee or license 


itive, or distributor branch representative, $2 
mpanies on the basis of the gross volume of purchase 
ls ntracts of motor vehicles sold in this state for the 12 mont] 
ately preceding October thirty-first of the year in which the applicati 
is made, as follows: On a gross volume of $25,000 or less, $25; o1 
f over $25,000 and not over $100,000, $50: on each $100,000, ove 


ross volume o ver 2. 


$100,000 and up to $500,000. an additional $15: and on each $100,000. over $500,000 
nd up to $1,000,000 an additional $10: and on each $100,000, over $1,000,000 
dditional $5. No extra charge shall be made for branch licenses for sales 
finance companies. Gross volume shall be based on the unpaid balance of the 
ontracts 
otor vehicle dealers, who operate as a sales finance company, and carry 
ime sales contracts for more than 30 days, the same as sales finance con 
rst $5,000 of gross volume, $1: on each $1,000 of g 
over $5,000 and up to $25,000, $1. 
alers, manufacturers, factory branches, distributors, dis 
iles finanee companies shall specify the location of 
be conspicuously displayed there. In case such k 
1 shall indorse the change of location on the license 
the same municipality. A change of location ft 
require a new license, exce}t for sales finance com 


factory representative, or distributor representative shall 

is license when engaged in his business, and display the saine upon request 

se shall name his employer, and in case of a change of employer, thi 

in shall immediately mail his license to the licensor who shall indorse sucl 

ge on the license without charge 

finance company shall he reanired to procure a sales 

license for itself or its employes in order to sell motor vehicles repossessed by 

h) Provided the licensor has reasonable cause to doubt the financial re 

sponsibility or the compliance by the applicant or licensee with the provisions of 

sor may require such applieant or licensee to furnish and 

maintain a bond in such form, amount, and with such sureties as it shall approve 

but not less than $5,000, nor more than $15,000, conditioned upon such applicant 01 

licensee complying with the provisions of the statutes applicable to the license: 

r any loss sustained by any person by reason of any acts of 


g) Every sales 
t 


this statute the licen 


and as indemnity fo 





mer under this section 
buver to the buyer’s damage 
perform any written agreement with 
to furnish and keep in force any bond 
udulent sale, transaction or repossessi 
resentation, circumvention or concea 
device of any of the material partic 
hereunder to be stated or furnished to the 
fraudulent devices, methods or practices i ne 1 With 
Mjuirements u ‘ the itutes of this state with respect 


under retail instalment ner: | the redemptio 


g indulged in any unconscionable practice relati aid business 


ving charged interest in excess of 15 percent per annum. 
13. Having sold a retail instalment contract to a sales finance company not 
ensed hereunder 
14. Having violated any law relating to the sale, distribution or fina 
or vehicles. 
manufacturer of mot vehicles, factory branch, distributor, field 


flicer, agent or any rep ntative whatsoever of such motor 


or factory bran . Who has induced or coerced or attempted 


any automobile “aler to accept delivery any motol 


parts or accessor therefor, or ther modities 
have been ordered by snid dealer 
. Being a manufacturer of motor vehicles, factory 1 
resentative, officer. agent or any representative whats 
anufacturer or factory branch, who h: attempted induce er coerce, 
induced or coerced, any automobile deal » entel to any agreement 
such manufacturer, factory branch or resentative thereof, or to de 
other act unfair to said dealer, by threatening to cancel any franchise 
xisting between such manufacturer, factory branch or representative thereof and 
| dealer. 
7. Being a manufacturer, factory branch, distributor, field representative 
ficer, agent or any representative whatsoever of such motor vehicle manufac 
rer or factory branch, who has unfairly, without due regard to the equities 
: ort 


said dealer and without just provocation, canceled the franchise of any moto 
e dealer The nonrenewal of a franchise or selling agreement without just 


2 
i 
ovocation or cause shall be deemed an evasion of this section and shall con 


ute an unfair cancellation. 
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(b) The licensor may without notice deny the application for a license with 
30 days after receipt thereof by written notice to the applicant, stating th. 
grounds for such denial. Upon request by the applicant, whose license has bee: 
so denied, the licensor shall set the time and place of hearing a review of su 
denial, the same to be heard with reasonable promptness. 

(c) No license shall be suspended or revoked except after a hearing thereo: 
The licensor shall give the licensee at least 5 days’ notice of the time and pla 
of such hearing. The order suspending or revoking such license shall not by 
effective until after 10 days’ written notice thereof to the licensee, after suc} 
hearing has been had; except that the licensor, when in its opinion the bes 
interest of the public or the trade demands it, may suspend a license upon mn 
less than 24 hours’ notice of hearing and with not less than 24 hours’ noti 
of the suspension of the license. 

(d) The licensor may inspect the pertinent books, records, letters and co 
tracts of a licensee. The actual cost of each such examination shall be paid | 
such licensee so examined within 30 days after demand therefor by the licenso 
and the licensor may maintain an action for the recovery of such costs in ar 

of competent jurisdiction. 
If a licensee is a firm or corporation, it shall be sufficient cause for t 
ial, Suspension or revocation of a license that any officer, director or truste 
of the firm or corporation, or any member in case of a partnership, has beer 
guilty of any act or omission which would be cause for refusing, suspendi: 
or revoking a license to such party as an individual. Each licensee shall |! 
responsible for the acts of any or all of his salesmen while acting as his agent 
if such licensee approved of or had knowledge of said acts or other similar ac 
and after such approval or knowledge retained the benefit, proceeds, profi 
ad ruing from said acts or otherwise ratified said acts. 
licensee or other person in interest being dissatisfied with an ord: 
licensor may have a review thereof as provided in chapter 227. 

VISORY COMMITTEE! The licensor may appoint annually one or mor 
local advisory committees and one general advisory committee, each consisting 
of not more than 9 members. The committees upon request of the licensor may 

and assist the licensor in the administration of this section. The membe 
nmittees shall receive no compensation for their services or expenses 
YD REGULATIONS. (a) The licensor shall promote the interests of 

motor vehicles relating to default, delinquency, repossession 

es and the refund of the time price differential and insuranc: 

prepayment of the instalment contract. It shall have power 
» unfair practices in the motor vehicle industry and trade between licensees 
between any licensees and retail buyers of motor vehicles, but such powe 

1 not include the power to limit the price at which licensees may sell, assig1 
* transfer receivables, contracts or other evidence of any obligation arising ou 
of an instalment sale made pursuant to this section. 

(b) The licensor shall have the power in hearings and trials arising unde 
‘termine the place, in the state of Wisconsin, where they sha! 
be held; to subpoena witnesses; to take depositions of witnesses residing wit) 
out the state, in the manner provided for in civil actions in courts of record 
to pay such witnesses the fees and mileage for their attendance as is provided 
for witnesses in civil actions in courts of record; and to administer oaths 
Whenever a hearing or trial shall be held by the licensor or by an examine! 
he shall report his findings in writing to the licensor, which shall thereupor 
make its rulings and orders. 

(c) The licensor may make such rules and regulations as it shall deem neces 
sary or proper for the effective administration and enforcement of this section 
the same to be effective when published at least once in the official state paper 

li¢ensee shall be subject to examination or audit by the licensor except as 
provided in paragraph (d) of subsection (3) of this section. 

(6) INSTALMENT SALES. (a) Every retail instalment sale shall be evidenced 
by an instrument in writing, which shall contain all the agreements of the 
parties and shall be signed by the buyer. 

(b) Prior to or concurrent with any instalment sale, the seller shall delive 
to the buyer a written statement describing clearly the motor vehicle sold t 
the buyer, the cash sale price thereof, the cash paid down by the buyer, th: 
amount credited the buyer for any trade-in and a description thereof, the cost 
to the retail buyer of any insurance, the unpaid balance to be financed which 
may include the cost of insurance, the amount of the time price differential, 
the amount of any other charge specifying its purpose, the time balance due 
from the buyer, the terms of the payment of such time balance, the amount 
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*commissioner may from time to time prescribe. 
‘) Any retail buyer of a motor vehicle, resident in the state of Wisconsin, 
the time of purchase, under a retail instalment contract, shall have a valid 
fense in any action or proceeding at law to enforce said contract by any finance 
not licensed hereunder which has purchased or otherwise acquired sueh 
if such finance company has wilfully failed or refused to comply with 
igraph (e) of this subsection. 
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purchaser in connectio 
sale, then shall the written statement above provided for be given 
such purchaser prior to or concurrent with the signing of such order by such 
The time price differential in a retail instalment sale excluding the 
t of insurance shall not exceed the following rates: 

Class 1: Any new motor vehicle—$7 per $100 per annum. 
Any used motor velicle designated by the manufac 


years prior to the year 


On inst 


in unequal 
would 
price differential 
month for any fractiona 


‘e different 
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with any such 
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S15 per 5100 per annum, 
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provided fo1 
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introductory paragraph hereof at the annual 
are payable by instalment pay- 
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month period 


winimum time price differential of $15 may be charged on any instalment 
in which the time ]} 


ir when computed at the rates 
ated, results in a total charge of 
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ess than this amount. 

yy of the instalment sale contract and any note or notes given 
therewith shall be 


furnished by the selier to the buyer at the time 
The buyer’s copy of the contract shall contain 


ie seller identical with the signature on the original contract. 
except that a detailed description of the 
other identifying marks of the 
the time of execution of such contract 
ore final delivery of the motor vehicle. 


or (b) shall bar recovery of any time price 


tement of the particulars of the retail instalment contract price, hereinbefore 
lired to be stated by the retail seller, in accordance with the finance company’s 
such particulars, including the amount of the time price differ- 
Every finance company, if insurance is provided by it, shall also within 
he time stated send or cause to be sent to the retail buyer a policy or policies 
‘rtificate of insurance clearly setting forth the exact nature of the insurance 
‘and the amount of the premiums which shall not exceed the rates as 
ved in the published manual of a recognized standard rating bureau. 
m) In event the dealer shall finance the instalment sale contract, the com- 
‘sioner may permit him to combine the information required by paragraphs 
under such rules and regulations as 


ny interest on the deferred balance by the seller, or an assignee 
ller who, at the time of the assignment, had knowledge of such violation, 
contract arising from the sale where such violation 
Prior to 30 days after acquisition of any retail instalment contract from 
every finance company shall mail or deliver to the retail buyer a 
it has acquired the retail instalment contract fri m the 
‘ller thereunder, and shall also mail or cause to be mailed therewith a 


be 
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e interest in excess of 15 percent per annum. 
No manufacturer of motor vehicles, no wholesale: 
and no officer, agent or representative of either 
to induce or coerce, any retail motor vehicle 
vehicle dealer in this state to sell, assign 
ontract, obtained by such dealer in conn 
of motor vehicles manufactured or sold 
distributor, to a specified sales finance con 
or to any other specified person, by any of the 


forth, namely: 

‘stion, promise or threat that such manufacture 

| in any manner benefit or injure such dealer 

gestion, threat or promise is express or implied 
“e such dealer. 

I iiplied offer of contract, made direct 
handling such motor vehicles, on the eonditio1 
‘ansfer his retail instalment contract thereon 
finance conipany or Class of such companies, 

representation, made directly 

igation whatsoever, to sell, ass 
ontracts, in this state, on motor vehicle 
facturer, Wholesaler or distributor to suc] 
mpanies, or other specified person, becaus 

hetween such manufacturer, wholesaler 
or companies or such specified person 01 


ts. contracts or offe rs of cor 
ion are declared unfair trad 


policy « e, are unlaw 


coerce any 
he follo 


or implied, made directly or 
or distributor of such motor vé 
se to handle sueh motor vehicles if suc] 


or part of such retail sales contracts 


express or implied, made directly or 
! tributor of such motor \¥ 
re such dealer if such dealer shall or 


uch retail sales contracts to sucl 


or dis 


ent or representation made directly 01 
implied obligation on the part of such 
or part of such retail sales contracts o 
finance company because of any relationshiy 
finance company and the manufacturer, whole 
notor vehicles. 
t or representations set forth in paragraph (¢c) of 
red to be unfair trade practices and unfair competition 
‘vy of this state, are unlawful and are prohibited. 

‘ motor vehicle dealer who, pursuant to any inducement, state 
ment, promise or threat hereinbefore declared unlawful, shall sell, assign o 
transfer any or all of his retail instalment contracts shall not be guilty of any 

Inlawful act and may be compelled to testify to each such act. 
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STUDY OF THE ANTITRUST LAWS 


CHAPTER 33, LAWS OF 1955 


mend 85.02 (2); and to create 85.02 (2) (b) and (¢ 
ation for registration and appointment of motor 


Wisconsin, represented in senate and assembly 
enact as follows: 


the statutes is renumbered 85.02 (2) (a) and amend 


a) The motor vehicle department shall cause to be printed 
distributed suitable forms for application for registration under this section 
also a form of moter vehicle dealers’ and manufacturers’ certificates of appo 

nt, and every dealer and distributor of new motor vehicles shall file 

ppointment with the motor vehicle department at the time application is n 
for registration under this section. Distributor’s appointments shall be certifies 
by the manufacturer of motor vehicles Whom they represent. Appointments 
ilers in motor vehicles shall be certified by the * * * manufacturer tl 
ich vehicles are received for the purpose of sale. 
ION 2. 85.02 (2) (b) and (c¢) of the statutes are created to read: 
(2) (b) Such applications shall be accompanied by a certified copy of t 
franchise or contract with the manufacturer and certificates of appointment 
hall be executed by an authorized officer of such manufacturer: provided, that 
if the identical basic franchise or contract for all its dealers in Wisconsin is 
itilized by any manufacturer, the filing of one such franchise or contract shal 
sufficient if accompanied by a list of authorized dealers and the subsequent 
filing of names of any additional dealers. The motor vehicle department shall bi 
med ately notified by the manufacturer of revisions or additions to basic 
ranchises or contracts on file with the department or of anv individual de 
pplements to such franchises or contracts. 

(c) After the filing of a certificate of appointment and franchise or contract 
is herein provided, such certifications need not be filed thereafter with the annua 
upplication for regisration by dealers and the appointments and franchises of 
contracts are deemed to be continuing unless the motor vehicle department is 
advised by a manufacturer of the discontinuation of cancellation of the franchise 

‘contract of any of its dealers. Notice of such discontinuation or cancellatio 
shall be given to the motor vehicle department at least 60 days before its effective 
date and shall state the specific grounds for such cancellation. 


or ¢ 


This act originated in the Senate. 


Approved 


Governor. 


FOLLOWING ARE THE PERTINENT SECTIONS OF WISCONSIN LAW LICENSING AUTO 
MOBILE DEALERS AND FACTORIES INDICATING LEGISLATIVE APPRECIATION OF PRES 
ENT INEQUITIES IN FACTORY-DEALER RELATIONS 


85.02 (2) (b) “Such applications shall be accompanied by a certified copy of 
the franchise or contract with the manufacturer and certificates of appoint- 
ment shall be executed by an authorized officer of such manufacturer; pro 
vided, that if the identical basic franchise or contract for all its dealers 
Wisconsin is utilized by any manufacturer, the filing of one such franchise or 
contract shall be sufficient if accompanied by a list of authorized dealers and 
the subsequent filing of names of any additional dealers. The motor vehicle 
department shall be immediately notified by the manufacturer of revisions 0: 
additions to basic franchises or contracts on file with the department or of an) 
individual dealer supplements to such franchises or contracts. 

(c) After the filing of a certificate of appointment and franchise or con- 
tract, as herein provided, such certifications need not be filled thereafter with 
the annual application for registration by dealers and the appointments and 
franchises or contracts are deemed to be continuing unless the motor vehicle 
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representative, officer, agent or any representative whatsoever of such 
vehicle manufacturer or factory branch, who has attempted to induce 
erce, or has induced or coerced, any automobile dealer to enter into any 
ent with such manufacturer, factory branch or representative thereof 
do any other act unfair to said dealer, by threatening to cancel any fran 
se existing between such manufacturer, factory branch or representative 
of and said dealer 
17.) “Being a manufacturer, factory branch, distributor, field representative 


er, agent or any representative whatsoever of such motor vehicle 
branch, who has unfairly 
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ile dealers selling new motor vehicles do so pursuant to a franchise or 
to sell, frequently called a selling 


is 


agreement 


tive as a contract insofar as past transactions are concerned and in relation 


ertain other elements, principally the cancellation clauses. 


It does not, how 


in general have the effect of a contract so far as executory or future pur 
ses from the factory are concerned. 
ertain State legislatures have enacted laws which attempt to impose upon the 


ing agreement of the parties certain additional contractual elements and 
hibit the domination of the dealer by the factory. 
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A convincing argument in favor of the legislature exercising the state’s polic 
power to protect automobile dealers against unfair dealing on the part of thi 
#utomobile manufacturers is provided in the following statement by Mr. Justic: 
Black in his dissenting opinion in Mord Motor Co. v. United States ( (1948). 337 
U. S. 308, 323, 69 8. Ct. 98, 98 L. Ed. 24) : 

* Dealers not permitted to sell other makes of cars are wholly depende: 
ipon Ford’s, G. M.'s, or Chrysler's favorable treatment for their business live 
Che dealer agencies are for 1 year but the agency contracts can be canceled 0) 
short notice and without cause. The dealers are thus economic dependents of the 
company whose cars they sell.” 

The approach of the courts has not changed a great deal since they first bega: 
cXamining such agreements. In a case arising out of the State of Wisconsin, the 
U.S. Cireuit Court for the Seventh District, referring to a sales agreement, said 
in Buggs vs. Ford Motor Co. (113 F. (2d) 618 (1940)): 

An examination of its terms, which are many, indicates that it was dictated b 
the manufacturer at Detroit with the avowed purpose of protecting the manufa 
turer to the utmost and granting, if any, few rights to, and the smallest possible 
protection of, the agent.” 

And in 1941 the same court said: 


As matters stand, some 15,000 dealers are graciously allowed to continue their 
husiness of purchasing and selling General Motors cars in return for their slavis) 
obedience to the command of the appellants. U.S. v. GMC (121 F. (2d) 376 
(1941))” 

The strong language of the courts is inspired by the development of the incep 
tion of the agreement as well as practical factors governing its continuation and 
termination. The factories have assiduously avoided calling the instruments 
contracts. The dealer is induced to enter into the agreement upon the prospect 
of profit and consequently signs such agreement recognizing that all other dealers 
have done so. There is no negotiation of terms and even the initial franchise 
does not actually represent the will of the dealer. 

After the inception of the relationship, the dealer is urged and persuaded to 
invest substantial funds in a place of business as well as in items which are 
peculiarly adapted to the manufacturer’s product. 'necluded in the latter are 
signs, advertising material, special tools, and special parts and accessories. After 
this investment, the dealer can withdraw or the agreement can be terminated 
only with a great loss te himself under most of the agreements. 

It is the practice of most factories not to extend credit to the dealer regard 
less of his financial position. Arrangements are made between the dealer and 
a financing institution (bank or finance company) pursuant to which the fac- 
tory can draw on the dealer's account with the financing institution for the value 
of vehicles sold. In practice this draft takes place before shipment and fre- 
quently the dealer will wait from 10 day to 30 days before the item paid for is 
delivered to him. During this period, interest accrues upon the amount advanced 
by the financing institution. No requisition from the dealer is needed in order 
to enable the factory to draw upon the financial institution. Certain States 
Wisconsin included, prohibit shipment without order, but this does not affect the 
relationship with the banking institution. 

A study of the relationships between factory and dealer can lead only to 
the conclusion that the dealer has little opportunity to make independent deci 
sions. It will be observed from any analysis of contracts and of the transactions 
between the parties not governed by the written word that the factory domination 
is complete. The ultimate effect is that the factory has, for all practical pur 
poses, complete control of distribution at the retail level with a minimum of 
investment. In other words, it has most of the attributes of ownership without 
risk 
COMMENTS AND SUGGESTIONS ON CONTRACT REVISIONS 








The following comments upon a general form of selling agreement attempt to 
indicate what should or should not be included in the agreement rather than to 
draw a valid and binding contract acceptable in all cases. 

I. Parties —The manufacturer and the dealer are named as parties. If the 
dealer is a corporation, some franchises name the person who must be employed 
in order to have the agreement continue. The dealer’s agreement is not 
assignable. 

It is recommended: (1) That, in order for the dealer to salvage goodwill 
and all of the elements included in that term, he be permitted to assign, assuming 
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the assignee is satisfactory to the manufacturer; and (2) that change in 
rsonnel of a corporation shall be permitted. 

is assumed that the manufacturer cannot express dissatisfaction for arbi- 
ry reasons. A similar standard may be set up for change in personnel. 
There should not be included: (1) The naming of a factory-chosen individual 
the person upon whom the franchise depends; and (2) clauses justifying can 

ition upon the termination of employment or death of any individual. 

One factory has liberalized the death feature, but within the last 3 years 

s same factory used the death of a defaulting corporate officer, named in the 
ntract as the person authorized to hold the franchise, as the excuse for termi- 
tion despite his admitted defalcation and the fact that he was only a minority 

kholder 
Il. Term.—lIt is recognized that an agreement should have a term. In Wis 
nsin, agreements are continued from year to vear unless terminated for cause. 

s is done upon the basis of the continuance of the factory appointment with 
e motor vehicle department. It does not prevent the requirement of signing 
greements annually. 

It is recommended that the term be from year to year automatically unless 
therwise terminated. Other factors relative to termination are considered 
sewhere 
III. Product.—The agreements no longer prohibit sale of competitive products 
| it is proper that, under certain antitrust litigation, this be continued. Sale 
ompetitive products should not be permitted to be the basis for cancellation. 
[V. Area.—Exclusive representation of the manufacturer in a given area is 
onger granted the dealer. This clause was eliminated based upon a sug- 
gestion of the Antitrust Division of the Department of Justice, in 1949. In 
etropolitan centers, certain factories frequently enfranchise additional dealers 
order to increase volume sales. The fact that good existing dealers are 
veakened thereby apparently is not given consideration. 

The manufacturer analyzes the territories served by dealers and can deter- 
ine the number of dealers necessary for sufficient penetration of a metropolitan 
irea. There should, therefore, be included in the contract a statement of the 
umber of dealers which will serve a given territory with a protective provision 

r population growth. 

V. Sale of automobiles.—The primary duty of the dealer is, of course, to sell 

tomobiles. In theory and law, the agreement between the parties is not a 
tract because the dealer is not required to buy a single car nor the manu- 

turer to sell any even though ordered. In practice, however, quotas are 
established and the dealer is expected to order in accordance with such quotas 
r fail to do so at his peril. 

[It is recommended that the contract be for the requirements of the dealer 

his general area naming a minimum number of vehicles which he may be 
equired to purchase. 

The contract should not require the dealer to submit monthly written orders 
r to file 10-day reports as to his new car inventory. 

If a “requirements” contract is drawn, the manufacturer will be obliged 

fill orders. Clauses freeing the manufacturer from this responsibility should 
e eliminated. 

rhe manufacturer under the present agreements can effectually cancel a fran- 
hise merely by failing to ship vehicles as ordered. 

VI. Dealer facilities —The factory inspects the dealer facilities before entering 
agreement with him. It also checks his financial statements as well as 
reputation. It examines his service garage, parts and accessories and used 

* facilities. 

Most franchises require the maintenance of all of these facilities. There 

ould, however, be eliminated from the franchise the following: (1) The 
equirement to use factory forms in bookkeeping; (2) The right of the factory 

nspect the books at all times; (3) The requirement that the dealer file com- 

, ete financial and operating statements monthly; (4) Provisions permitting 

he factory to require additional buildings, additional used car lots, additional 

rvice or parts space, additional show space; (5) Clauses prohibiting the 

, ealer from moving or establishing additional new used car lots without the 

anufacturer’s permission; and (6) Any clauses reserving to the manufacturer 
he right to control the amount or form of the dealer’s investment. 

VII. Parts and accessories.—These are an important adjunct to the business 

any new car dealer. They are also the source of substantial profits to the 

, nufacturer. As a consequence, certain protective clauses are included in 
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many franchise The dealer, of course, desires to serve the public to the he 

of his ability There sl ! t be included in a sales agreement: (1) A 

requirement that the dealer must use only the factory parts in repairing t 

factory's ca 2) That he must purchase specific amounts of parts in relati 
the vi e of business 3) That he carry an adequate stock of parts 
cessories {) That he must buy such tools as the manufacturer deen 


1 sary 

VIIL. Other transactions.—Many other elements of the relationship betwe: 
the parties have been included in contracts. At one time a certain fact: 
required that the service garages have their walls painted grey to a height 
>» feet with a 11%4- to 2inch red stripe painted above the gray portion \ 
least one dealer was threatened with cancellation for refusing to do so. T) 
following indicate some of the additional items: 

(a) Advertising: Most factories require the dealer to pay from $10 to $4 
for local and national advertising. They obtain authority from the deale 
add these charges to the purchase price for which drafts are made upon 
financing institutions. The percentage spent locally and nationally is usua 
not specified, although understood. Use of the fund is entirely under the cor 
trol of the factory or some artificial area committee. Such requirements shou 
be prohibited 

Advertising materials: The factories produce folders, fliers, brochures 
pamphlets, banners, wall signs, rugs and numerous gadgets for the promotio: 
of business. In most instances, dealers are persuaded to purchase these. Som 
provision controlling such sales should be included. 

(c) Transportation In almost all instances, the manufacturer reserves the 
right to select the method of transportation. A clause requiring mutual agre¢ 
ment should be included. Freight charges should reflect the true payment 

(qd) Personnel: Where the factory has felt that there is an insufficient 
number of employees or if the employees displease the zone or district repr: 
sentative of the factory, it has frequently demanded personnel changes I 
some cases, the factory has insisted that the dealer employ persons previous) 
in the employ of the factory. Such interference with personnel should hk 
prohibited. 

(e) Warranty service: Factories attempt to have the dealer perform ser\ 
ices required because of the factory warranty at cost to the dealer despite the 
fact that such services prevent the dealer from utilizing the same time fo 
profitable items. A satisfactory clause should be arrived at which will not 
deprive the dealer of his profit potential. 

(f) Factory obligations: Volume bonuses are payable by some factories “at 
the end of the model year.” Payment of such bonuses has been withheld i: 
order to achieve certain factory purposes. A clause should be included in the 
agreement requiring the factory to pay its obligations within a limited time 

(g) Factory closeouts: Every dealer is subjected to pressure at the end of 
the year to take his “share” of models upon which production has been sus 
pended. The clause referred to above requiring a voluntary order before shi 
ment should remedy this situation. 

(h) Tiein sales: In the past and particularly during sellers’ markets, the 
factories have required the purchase of certain trucks in order to permit the 
dealer to receive popular models. Tiein sales should be prohibited. 

IX. Termination—Threat of termination has been the means of exerting 
the greatest pressure upon the dealer. In the past few years, termination 
clauses have been employed for the benefit of the dealer. Many continue 
be inequitable 

The Wisconsin law provides that terminations shall be with due regard t 
the equities of the dealer and shall not be unfair. Other States have copied 
this law. In Wisconsin it has withstood one attack upon its constitutionality 
by a divided court, 4 to 3. Wisconsin also provides that permitting a franchise 
to lapse at the end of the year shall be considered a termination, 

The following provisions drawn from termination clauses appear on their fac 
to be inequitable: 

(a) Cancellation without cause; 

(b) Termination without repurchase by the factory of all new moto! 

vehicles on hand at cost to the dealer ; 

(c) Termination without repurchase by the factory of unused parts and 

accessories and special tools at cost to the dealer ; 

(d) Provisions for repurchase at a discount from the dealer; 


i 
i 
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Provisions requiring the dealer to return vehicles and parts at his 
cost 

f) Clauses permitting refusal of the factory to deliver to fill existing 

da fide orders; 

y) Clauses requiring the dealer to turn over all pendil contracts; 
Clauses requiring the dealer to turn over the names of all new and 
ar customers ; 

Clauses requiring the dealer to turn ove the names of all services us 

Clauses permitting the factory to enter upon the dealer's premises to 
ike vehicles, parts, accessories, et without consent 

Clauses permitting the factory to charge for the retaking provided 

Clauses prohibiting the dealer from negotiating for the sale of good 
m) Clauses which deny the dealer any right to unexpended advertising 


arges, and 
n) Clauses which enable the factory to refuse to repurchase advertising 
terials such as signs, printed material, etc., at cost to the dealer 
factories now apparently agree to assume part of lease obligations in 
t of cancellation. This should be included in all contracts. 

n It is, of course, virtually impossible to draw an ideal contract. 
egulations attempt to cure some of the inequities. It has been pointed 
vever, particularly in the antitrust cases against the factories requiring 
nee of the finance Companies, that the economic position of the factory is 
hat the elimination of pressure, if not oppression, is virtually impossible 

irt said in U. NS. v. Ford (335 1 S. 3083) quoted above, it would be im 
distinguish between domination and coercion on one hand and per 
d influence on the other 

sale of automobiles is by far the largest single retail business today 
existing in the relationship between factory and dealer are reflected in 
ude of the dealer to the publi Self-preservation may require the dealer 
form certain acts which otherwise might be avoided. The elimination of 

nplete domination of the dealer by the factory seems to be the solution 


\ Mope. AGREED-UPON CONTRACT 


\NDUM OF AGREEMENT by and between , a Michigan 
tion, having its principal place of business at 
einafter called the “Seller’) and a Wisconsin 
' ition, having its principal place of business at 
after called the ‘‘Dealer”) 
reas the Dealer is desirous of acting as a wholesaler as well as dealer for 
line, is a duly licensed motor vehicle dealer in the State of 
nsin and is in a position to obtain a license permitting him to se new 
es for any certifying manufacturer, and 
Whereas the Seller is duly authorized to contract with and appoint the Dealer 
wholesale dealer and to permit and provide for the appointment of 
' hale ilers, 
| Now, therefore, in consideration of the mutual promises contained herein and 
\ good and valuable considerations, receipt of which is acknowledged | 
j from the other 


IS AGREED: 
ippointment The Seller hereby appoints the Dealer a wholesale dealet1 
automobiles and products and certifies that it is duly authorized 
do. The Dealer is also appointed a retail dealer for such products. 
erms.—This agreement shall become effective on the Ist day of January 
6, and shall continue thereafter for successive years conditioned upon the 
er obtaining a license from the State of Wisconsin. This appointment shall 
effective until such time as properly canceled by giving a notice of at least a 
eriod required by the Wisconsin statutes and upon such terms as are within 
he contemplation of the Wisconsin statutes relating to termination and cancel 
ion of franchises and pursuant to the law of the State of Wisconsin. All of 
‘terms and provisions of this Agreement shall remain in force and effect until 
canceled. 
lerritory.—The Dealer shall have the exclusive right to sell and distribute 
motor vehicles and other products within the 
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State of Wisconsin, to the extent that the Seller has such right. The Deale; 
assumes the obligation of selling and promoting the sale of such product 
throughout such territory and pledges his best efforts to do so. 

$. Wisconsin Certificate.—-The Seller will procure from the rat “ 
motor vehicles such certificates of appointment for th: 
Dealer and for the sub-dealers as are required by the laws of the State of Wis 
consin for the designation of new car dealers. Such certificates shall bh 
procured promptly upon application by the Dealer to the Seller in order 
effectuate this Agreement 

». Independent Contractor—The Dealer is an independent contractor and is 
not the agent of the Seller or of the factory and cannot bind either of them i: 
any manner whatsoever 

6. Purchase and Sale.—The Dealer periodically shall place orders with the 
Seller for all of the products herein referred to necessary to meet its requirements 
in the area described, with a minimum of fifty (50) cars per year, measured 
from the date hereof, subject to conditions beyond the Dealer's control. Suc! 
orders will be in writing and will specify the items purchased and the delivery 
date. The Seller will deliver the items purchased within a reasonable time 
of the specified delivery date and shall not be liable for failure to meet sucl 
dates resulting from causes beyond its control, which causes shall include, but 
are not limited to, labor conditions, fire, government restrictions, failure of 
transportation and product shortages. The products of the factory shall be 
shipped by such carrier or mode of transportation as may be decided upor 
between the parties. 

7. Price and Payment.—The Seller shall furnish to the Dealer a_ price list 
including freight charges, showing the cost of all of the factory products to the 
Dealer and will from time to time furnish additional price lists, if changes are 
made in the prices, including freight rates, specified in the original list. The 
prices named are the prices to the Dealer as a wholesaler only and shall not ce 
termine the price charged by the wholesaler to subdealers. Sales made by the 
Seller to the Dealer shall be deemed to have been made in the State of Michigan 
Payment for the factory products shall be made to the Seller upon delivery t 
the Dealer. In case of special orders, including but not limited to trim, paint 
equipment, et cetera, the Seller may require a ten percent (10%) deposit at the 
time of the order, the balance to be paid upon delivery. 

The Dealer agrees to buy and the Seller to sell an initial purchase of twenty 
tive (25) new of the current model as specified upon an order to be placed 
by the Dealer and an inventory of parts and accessories pursuant to order to be 
given within thirty (30) days of this Agreement. There shall be no discrimination 
in price between the Dealer herein and other wholesale dealers. In the event 
that prices are reduced while the Dealer has current models of automobiles in 
stock, the Seller will refund to the Dealer or credit to his account a sum 
equal to the difference between the dealer price for such model in effect at the 
time of purchase and the reduced dealer price of such model, provided a corre- 
sponding reduction has been made by the Sole Supplier to the Seller. No refund 
or credit will, however, be allowed on vehicles which have been delivered to th« 
Dealer more than ninety (90) days prior to the date of such reduction in price 

8. Warranty.—The Sole Supplier will furnish a factory warranty against de 
fects. The Seller agrees to make effective such factory warranty without cost 
to the Dealer and will pay to the Dealer or credit to its account charges at 
retail rates for services and at wholesale rates for parts and materials required 
from the Dealer in order to effectuate the factory warranty to the customer. I! 
this connection, however, the Dealer shall not perform any work or incur any 
expense until it has given prior notice thereof in writing to the Seller. 

9. Facilities —The Dealer will provide and maintain building and land facili- 
ties as may be necessary to sell and service the factory product, and such build- 
ing and land shall not be less than demanded by the State of Wisconsin as a 
license requirement. The present address of the Dealer's place of business 
is : witcha anhcaty OO 

10. Termination.—Due cause for termination shall be any of the following 
(a) insolvenvey or bankruptey of the Dealer, (b) proceedings for dissolution b) 
the Dealer, (c) conviction of the principal officer of the Dealer for felony, (4) 
failure of the Dealer to pay for motor vehicles, parts, accessories or tools in 
accordance with the terms of his order, (e) refusal of the State of Wisconsin to 
license the Dealer for the sale of motor vehicles, and (f) failure of either party 
to perform hereunder 
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Termination: Seller's Duty Upon termination of this Agreement, the 
will buy from the Dealer and the Dealer will sell to the Seller, within 
(30) days after termination, all new, unused and undamaged auto 
les of the current model The price for such vehicles will be the price to 
Dealer plus transportation charges paid by it and less any refunds or 
inces previously given it upon such vehicles. The Seller will buy and the 
er Will sell to the Seller all new, unused and undamaged parts and access 
es at cost to the Dealer plus transportation. The Seller will also purchase 
the Dealer any and all special tools at the cost to the Dealer less deprecia 
as allowed or taken for tax purposes. Payment for such purchases shall be 
ipon delivery 
Subdealer It is the object of this Agreement to permit the Dealer to 
ppoint subdealers within its discretion. The Seller may refer and recommend 
itlets. The Dealer shall have the right to determine the price to be paid by 
he subdealer for all of the products handled under this Agreement. The Seller 
procure the statutory certificate of the Sole Supplier appointing such sub 
ers, as hereinabove provided. In the event that the Seller’s or the Sole Sup 
r’s field men visit subdealers for promotional purposes, no orders shall be 
ken and any inquiries as to orders shall be referred to the Dealer. 
Wisconsin Qualification.—The Seller agrees that it will obtain a license 
distributor under the laws of the State of Wisconsin and that the Sole 
pplier will obtain a license for the sale of its product as required by the laws 
the State of Wisconsin. Such applications for license shall be made promptly 
the Motor Vehicle Department so as to effectuate this Agreement 
N WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
gned in duplicate by their duly authorized officers at , Wisconsin, 
is day of January 1956 
Hon. JOSEPH O’MAHONEY, 
Uember of the United States Senate, Washington, D. C. 


DEAR SENATOR O’MAHONEY: I happen to be one of the many automobile dealers 
vho had their dealer franchise canceled by the Chevrolet Motor Division of 
General Motors Corp. last year for no apparent sound reason. 

My franchise was canceled shortly after I had discontinued doing business 

General Motors Acceptance Corp. and started giving my finance business 

ne of their rivals or competitors. I had been one of their Chevrolet dealers 

for 24 years and my volume of sales could not have been the reason for canceling 
franchise as I led my district in sales every year. 

I have been the mayor of this city for 25 years and president of the school 

ird for 20 years and I worked tirelessly for all of the years that I was a 
Chevrolet dealer to build up goodwill for them and I hated to lose my dealership 

ist because I would not submit to this corporation’s dictatorial treatment of 
heir dealers. I was forced to sell the stock that I had in inventory for 25 per- 
ent under what it actually cost me. 

There is no question or doubt but what the dealers of this corporation have 
een at the mercy of their whims for many vears and you are doing a fine public 
ervice in your endeavors to stop things of this kind. I wish you much success 

vour effort. 

Sincerely yours, 
Ernest L. Battey, Mayor. 

Criry or Carnot, ARK., December 9 


ator O'MAHONEY, 
Chairman, Senate Judiciary Antitrust and Monopoly Subcommittee, 
Senate Office Building, Washington, D.C. 


Deak SENATOR O’MAHONEY: As a General Motors Chevrolet freshman deale: 
f only 6 months, maybe I should have felt a little more than average undue 
ressure or coercion, as has been reported to your committee by a few dealers 
f long-standing General Motors affiliation. I haven't felt any. On the con- 
ry, my present factory affiliation is so much more pleasant than my former 
ssociation with an independent in every way; in the help I get from the factory 
all phases of my business, in the honesty of approach, in the overall efficiency 
f the factory, in the average higher capability of factory personnel and net 
rofit to me. 
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This is unsolicited, spontaneous, and written only because I feel there 
thousands of other General Motors dealers who would echo my sentiments. 
I hope this letter may be added to the testimony you are gathering. 
Respectfully, 
RicHarp 8. Butts, 


Dick Bullis Chevrolet 
BURLINGAME, CALIF., December 7 


Senator JosreH C. O’MAHONEY, 
Senate Office Building, Washington, D.C 


Dean SENATOR (YVMAnoNrY: Mr. Harlow Curtice’s testimony before yo 

ommittee, and that of other GM executives, has nauseated me to the poi 
where I must write this letter-——not for my sake, but for the good of the aut: 
mobile dealers remaining in the business. 

[ was persecuted and pressured out of the above Pontiac dealership during th« 
summer of 1954 [I am no longer entitled to use this stationery. I was the 
dealer. My firm had had this dealership for 17 years. Our record had beer 
above zone average for years—in everything. 

\ few months prior, the then zone manager had stated we were 1 of the best 
dealerships in his zone of around 150 dealers. This zone manager, after 2 
years with General Motors, was fired. The only apparent reason was he was 
too decent a person. He is now general sales manager for Packard-Clipper Car 
Division 

A new Inan was sent in and in about 2 months, called me to his office and 
told me that I was not capable of operating the dealership under current cor 
ditions, and that I had better sell cut. This was only the beginning of it 

On September 1, 1954, we sold our dealership including real estate, buildings 
et for $190,000. A few days ago, an insurance agent's appraisal, for insurance 
purposes, was about $300,000. We sold under pressure. Incidentally, we were 
forced by Pontiac motor division to build these expensive premises. As you car 
well imagine, the story is a great deal longer. 

| would suggest that you ask General Motors for a list of the men who sold 
their dealerships in 1954 and 1955. I venture that from one-fourth to one-third 
of their dealerships changed hands in those years. Send those men a question 
naire for their story as to why they sold, and you'll really hear something. 

Ask Pontiac dealers about a worthless post card advertising campaign for 
used-car sales they were forced into a few years ago under Pontiac’s genera! 
sales manager named Ward | either subscribed or else I would have new 
cars withheld 

It cost my firm $6,000; but it amounted to millions nationally. As far as we 
could find then, it was to a newly formed corporation in Chicago. We wondered 
who owned the stock 

The statement of the year Was made by Mr. Curtice when he said GM was the 
servant of its dealers! The “servant” makes 22 percent on its sales before 
taxes, and gets paid in cash by its dealers; whereas, the average of dealers (‘the 
master’) last year was six-tenths of 1 percent as I recall, and will probably 
range between 2 percent and 3 percent for 1955. GM dealers may have done a 
little better than average. To do that, they have had to guarantee contracts 
for probably billions, a lot of which are considered hazardous. 

As to who I was in the automobile industry, I was a treasurer and a director 
for years of the Northern California Motor Car Dealer Association—numbering 
almost 1,000 new-car dealers—past president and director for years of the 
Stockton New Car Dealers Association; area vice president for NADA. 

I am now operating my own finance company called the San Joaquin Financ 
Co. beyond the fascism of General Motors. 

Sincerely, 
D. C. Brown 
STockKTon, CaA.Lir., December 9. 


Senator JosepH C. O’MAHONEY, 
Senate Building, Washington, D.C. 
You are so right in your belief that if industry does not have regulation by 
the Government it will have control by General Motors. Keep up the good work 


Harris Motor Co 
VENTURA, CALIF., December 8 
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vited States Senate, Washington, D. ¢ 


SENATOR As Packard distributor for Wyoming, Colorado. New Mexico 
parts of Kansas, Nebraska, South Dakota, and Oklahoma, I have 51 dealers 
my jurisdiction 
ther my dealers nor I have anything to complain about with regard 
ry relationship and while I can’t speak for them offici 


illy, I believe most 
em would agree that you should be commended for the diligence with which 


ire investigating the retail end of the au »bile business 

he abuses that you have uncovered have caused the retail automobile 
to reach a level wherein I believe that not more than one-third of the 
ers in the United States of all makes, feel that they have any security) 


90 days to 6 months In other words, their operational margins have 
reduced by the pressure to sell cars at any price and on any terms 
1 short letdown in sales of even only moderate proportion, would be very 
put many hundreds and perhaps thousands of dealers out of business 
ease go on with your investigation so that some answer will be found for 
dition wherein it is possible for certain factories to make the most fabulous 
n history, at the same time that their own and all automobile dealers 
ted to marginal operations that did result in last year requiring 32 


hem to operate in the red 
Respectfully yours, 
J. MATT SKOREY, 


President, Denver Packard Co 
VER. Co! hecember 2 


H JosePH C. O’MAHONEY, 
Nenate Office Building, Washington, D.C. 


aR Sir: I am following with a great deal of interest the fine job you and 

r subcommittee are doing in the Senate investigation of automobile factory- 
er relations. Recently, I sold my Ford dealership for no other reason than 

tory pressure. 

We were out-registered in our county probably 4 to 1. But we were making 
ey and paying our bills and have enjoyed a good reputation in the com 
nit) We sold out to a young man from Cheyenne—inexperienced, but fully 
orsed by the Ford Motor Co. because, I believe, they intended to get some 

n this agency who would make a better showing, regardless of whether 

he made money in an area where the competitive situation is probably 
vorst in the State of Colorado. I refused to go along with Ford on their 
of “sell at any cost’—to the dealer. In less than 3 months of operation 
he new man, I happen to know that he is already in some difficulty. 

As a concrete example of what this pressure can do. I should like to cite a 

ise in the Arkansas Valley. I had been ridiculed openly by district Ford 
en since I was a man of 20 years’ experience and the young dealer in Las 

iimas was “showing me up” by out-registering Chevrolet in his territory. A 

weeks ago, the finance company closed the Las Animas dealer. 

If this letter should be of any value to you, you have my permission to use it 

Very truly yours, 
R. O. BURCHFIEL, 
Ford Burch fiel-Eike Motors 
DWAY, Coro., December 3 


nator JOSEPH C. O’ MAHONEY, 
Washington, D.C 
ngratulations. Unless franchise dealers get help they cannot survive. Any 
ess on your part will be a savior to the industry. 
Ep TrRIPPE, AUTO SALES 
Bastrop, La., November 28, 1955 


Senator O’MAHONEY, 





Chairman, Congressional Antitrust Committee, Senate, Washington, D. C 


EAR SENATOR: We wish to respectfully report our opinion of automotive mar 
ng, based on our experience of the past several years, about which you are now 
lucting a congressional investigation 
We have been in the auto-retailing business since 1921, selling Chrysler 
xluets since 1931. For the past 3 years, we have felt a terrible impact from 
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the high-pressure methods used by General Motors and Ford in forcing thei: 
dealers to handle more cars than they would by choice. This has resulted in raids 
by them in our established clientele, who have in turn forced us to meet the 
abnormal allowances and discounts offered them. The results are obvious 
are selling many cars and making not profits. 

Although our factory has not yet used these methods, we are forced b) 
General Motors and Ford to meet the abnormal discounts their dealers are obliged 
to quote to sell this overload of new cars. 

As long as General Motors leads the field in this murderous type of business 


the competition is forced to follow. Put a curb on the leader and business wil 
return to normal. 


> we 


Unless General Motors is restrained, we expect to see many other dealers 
in ourclas to be forced out of business. 
Ver) ‘ruly yours, 
Lor1NG Morors, INc., 
ADRIEN L. BoucHarp, President, Chrysler-Plymouth. 
SALEM, Mass., November 26, 1955. 


Senator JOSEPH C. O’MAHONEY, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR O’MAHONEY: I wish to thank you for the opportunity extended 
me to appear before your committee November 30, and express as President of the 
Missouri Automobile Dealers Association, our feelings about the cancellation of 
Mr. J. Ed Travis’ franchise. 

We dealers in Missouri feel that such public airings of our problems are long 
overdue, and are the best way of achieving constructive changes. 

I was particularly impressed by the objective manner in which you approached 
both our problem and the overall problem. I also feel that your statement today 
calling on GM for voluntary franchise revisions is a very sound approach to 
solving our problems. 

Sincerely yours, 
CLYDE H. MartTIN, 


Martin Motor Car Co., Chrysler-Plymouth. 
SPRINGFIELD, Mo., December 2, 1955. 





Senator JOSEPH O’MAHONEY, 
United States Capitol, Washington, D.C. 


Dear Sir: It is with the greatest interest that we watch the developments in 
your committee’s investigation of the sorry retail automobile situation. 

We are not General Motors dealers and are subject to far less pressure. But 
this hysterical advertising and selling instigated by General Motors poses a dire 
threat to every retail automobile firm. Glutting the market with new cars by 
financial hocus-pocus kills sales potential for everyone and can break the dealers 
who are innocent bystanders as well as those participating. 

Our hopes for survival are pinned on the efforts of a few men like you who 


are in position to take cognizance of our peril and who have the courage to 
listen to the small voices. 


Yours truly, 


Grorce R. Murray, 


Murray Motor Co., Packard. 
HAastTINGs, NEBR., December 12. 


Hon. HARLEY M. KILGORE, 
Senate Office Building: 


After having held the Cadillac franchise for 20 years in Oswego and Pontiac 
for 15 years my franchise was not renewed for 1956 for not selling as many 
Pontiacs as the factory wanted. We built a new building in 1950 at the cost 
of $80,000. Have this building and all the equipment left on our hands. I am 
willing to testify for your committee if this would be of any help to other dealers 
with franchises. Put a stop of some of the high-handed practices that have 
existed with this corporation. 

Sincerely, 


WARREN W. KESSLER, 


Kessler’s Sales and Service. 
Osweco, N. Y., DECEMBER 7 
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Senator JoseEPH C. O’MAHONEY, 
icting Chairman, Senate Antitrust and Monopoly Subcommittee, 
Washington, D. C. 


Dear Sir: We have learned via the medium of the radio and various newspaper 
irticles that you are in charge of the current full-scale study of the General 
Motors Corp., and other large manufacturing companies in relationship with 
their dealers. 

Having been a franchised Pontiac dealer since 1926, we wish to advise you 
that we can say from experience, that at least the Portland, Oreg., zone office of 
he Pontiac Motor division, is very dictatorial. We have continually been 
threatened with loss of the franchise if we failed to comply with their high- 
pressure methods. 

This last month we relinquished the contract in order to get ovt from under 

he pressure. So, we congratulate you upon this study and feel sure that you 

will find a great many other dealers complaining of the pressure and dictator- 

ship. We personally know of half a dozen old established dealers who have 

| efused to renew their contracts this year due to the fact that they dislike trying 
operate under the above conditions. 

Very sincerely yours, 

P. J. Rooney, 

| P. J. Rooney Auto Co., Pontiac-GMC. 

| (‘oos Bay, OrEG., November 7 


Senator JosEPH C. O’MAHONEY, 
Chairman, Senate Judiciary Subcommittee, 
Washington, D. C. 
Sir: We have been very interested in newspaper reports of your investigation 
General Motors. We are General Motors stockholders, worked for the 
Chevrolet motor division for 9 years and have been Chevrolet dealers for the 
past 18 years. 

We have always been favorably inclined toward General Motors, but evident 
hanges in factory-dealer policies in late years that have brought widespread 
haos and insecurity into dealerships, have made us welcome investigations such 
is yours. 

Our dealership in a town of 12,000 in a prosperous agricultural valley is an 
verage-sized dealership. We have tried to conduct our business according to 
ethical standards and have prospered to the extent that we now have over 
$100,000 invested in the business. 

The insane race for leadership between General Motors and Ford at the 
expense of their dealers rather than of the manufacturers, has put our business 
into jeopardy. We are lucky to make 2 percent before taxes on our sales, while 
General Motors makes 20 percent before taxes on its sales. General Motors 
gets a full profit on each car made, but we must give up from $3800 to $500 of 
potential profit to sell that car. 

The past year Ford topped us in sales in our territory. On contracting day, 
September 22, 1955, we were offered a contract and a supplemental letter, copy 
enclosed, which informed us that the contract was a probationary one. 

Verbally on September 15, 1955, we were advised that if we were not ahead 
f Ford on June 1, 1956, we would not be offered another contract. Only selling 
more cars than Ford in this territory, regardless of any profit or possible loss, 
must be the result, if we are to remain Chevrolet dealers. 

The unsound, warped business practices by General Motors and Ford—and 
Ford is equally culpable if not the instigator of these practices—are not only 
uining automobile dealers and eventually the welfare of the Nation, since auto- 
mobile manufacture is one of the essential industries, but also inculcating into 
the minds of our young folks the idea that they can “chisel” their way through 
life 

Competition is healthy, but this mad rat race is apt to be fatal. 

Respectfully yours, 
Don DENSMOOR CHEVROLET Co., 
D. W. DENsSMOOR. 
ALBANY, OrEG., November 25. 
SEPTEMBER 22, 1955. 
Mr. Don DENSMOOR, 
Don Densmoor Chevrolet Co.., 
Albany, Oreg. 


DeaR Mr. DeNsMOOR: This has reference to a conference held with you on 
May 5, 1955, at which time certain deficiencies in meeting the operating re- 
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quirements of your selling agreement were called to your attention. Thes 
deficiencies were also discussed with you on May 20, 1955, and on Septeml« 
15, 1955. As of this date your operation is deficient in the following respect 

1. You have not properly developed the sale of Chevrolet motor vehicles an 
chassis in the area described in paragraph first of your Chevrolet selling agre¢ 
ment, as evidenced by your price class performance which has not been equ 
to national average price class since the vear 1946, and has further been e\ 
denced by your weight class performance which has not been equal to nation 
average weight class since you have been a dealer 

2. You are not maintaining a staff of salesmen and selling organization ad 
quate to take care of the sales potential as evidenced by the above 

The new Chevrolet selling agreement is being executed with you at this tin 
by Chevrolet motor division in consideration of your representation that you wi 
correct the above deficiencies in your operation promptly, and in any event, nm 
later than June 1, 1956. Should you fail to do so, it is our present intention not 
to offer you a Chevrolet selling agreement for the term commencing November 
1, 1956. 

So that there may be no misunderstanding as to your obligations and of the 
conditions under which the new Chevrolet selling agreement is being executed 
with you, will you please sign and return to us the attached carbon copy of this 
etter 

Very truly yours, 
CHEVROLET Moror DivIsion, 
GENERAL Motors Corp. 
W. E. Fish, 
General Sales Manage: 
By W.R. Hunt (signed), 
W. R. Hunt, Zone Manager. 
The foregoing is hereby accepted and agreed to this 22d day of September 195: 
Don DENSMOOR CHEVROLET CO., 
By D. W. Densmoor (signed), 
D. W. DeENsMoOor, Partner. 


Hon. JosEPH O’MAHONEY, 
Senate of the United States of America, 
Washington, D. C. 


Dear Str: I have followed with a great deal of interest the Senate committe: 
hearings on General Motors and its relations with its dealers and suppliers. 

Our company is in the business of rebuilding automobile and truck engines 
for the trade in the Pacific Northwest. We receive old engine blocks that are 
no longer usable because of worn pistons, bearings, crankshafts, etc. Into these 
old blocks, after we have remachined all the wearing surfaces, we put a complete 
set of new parts—valves, pistons, rings, gaskets, bearings, plus all the other 
items necessary to make the engine like new again. When we are finished, the 
engine is in every respect as good as the original engine that came from the 
factory. We sell these engines to jobbers, dealers, fleets, and chain stores, 
who in turn sell them to the ultimate consumer, the person who has a car 5 to 10 
years old on the average, who wants to make it run like new again. 

Our basic raw material is the old engine block that we buy from a junk 
dealer or a regular supplier of used blocks or from a car dealer or garage that 
has an old block for sale. The supply of Ford, Mercury, Dodge, Plymouth, 
Chrysler, Kaiser, and Willys blocks, to name a few, is quite ample so we do not 
have trouble obtaining these. We do have trouble though obtaining any Chevro 
let, Oldsmobile, Pontiac, Buick, or GMC truck blocks because General Motors puts 
pressure on its new car and new truck dealers to render unfit for further use 
any old engine block the dealer, might have in his place of business. They do 
this by having the factory representative stand by while the shop or service 
personnel put an ax through the block, thereby making it a “junker.” For 
this destruction the dealer receives a flat sum, depending on the make of the 
block, from the General Motors division involved. The dealer then sells the 
ruined block to the junk dealer who sells it to the steel mill for scrap. 

If this Chevrolet block, for example, had not been destroyed, it could have 
been rebuilt again and made like new to be put into some customer’s car who 
needed it. Instead, it was sent off to the steel mill for scrap. The reasor 
General Motors follows this practice, and it is the only car manufacturer that 
does, is because it wants to sell new engine blocks to the ultimate consumer 
thereby providing a greater share of this market for the corporation. 
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that General Motors 
a pelling its dealer 
iw it difficult for ul ndustry to obtai 
lv Chevrolet, Buick, Oldsmobile, Ponti 
s also felt that in these davs of 
General Motors is doing the United 

» material as described above 
lave any need for further 
would bx rlad 


Is eXertl 


SS lo Tuke 


a 
steel short 


States a di 


information regarding the points 
to supply it to you Also, I i 
executive secretary of the Automotive Pat Ss Association 


would he ¢ ) > you additional informatio1 
il you so desire 


m 
am sure that Mi 


ts Rebuilde 
Street, Chicago, Ill., 


rely yours, 


LomAc Morors, IN¢ 
A. FE. McGarr, 


General Manager. Lomae Motors 
AND. OrEG.. December 6, 1955 


JOSEPH ©, O’ MAHONEY, 


nited States Senator, Wyoming. 
Washington. D. ¢ 
AR SENATOR 


at 


As you are heading a committee which is looking into the situ 


. . 
e Vi 


oncerns the automobile dealers of this country I am taking the liberty 
1 my slant on this vital problem 
ve been in the business of sellin 


gh some very critical times 


g new cars for 35 years and have passed 


factories. In the struggle to exceed the other producer, great 
entories are left in the hands of dealers at the end of fiscal years, which 
merchandise The frantic attempts to dispose of 


handise leads to all sorts of devices. The common practice 
S prices on trade-ins. 


an readily be seen that 
es concerned 


st be very apparent that a sound market does not absorb the tremendous 
it of our 


nes distress this excess 
is to offer 
this adversely affects all automobile dealers in 
common knowledge that 
cooperation’ 

ew models 


through suggested quotas and general use of 
dealers are greatly overstocked just prior to the advent 
effective remedy wouid be a requirement that factories accept the return 
heir respective cars at the date of the announcement of their new models 
mburse the dealer with an added margin of profit 

my personal belief that you can earn the undying gratitude of thousands 
ers who have seen their yearly earnings dwindle at model-change time, 
t the same time make it unprofitable to the factories to overstock their 
s at any time of year 


rely hope you can find a solution to this very perplexing problem 
Very truly yours, 


RANSOM H 


MINKLER, Hudson Dealer 
BERDEEN, WASH., January 3 


tor 


r O’MAHONEY, 
Washington, D.C 


/AR SENATOR: While you are investigating GM and their activities why not 
e them answer to their selling direct to States and cities? 
cently they sold direct to the State of Oregon a years’ supply of 
if out not 


of trucks 
only their own dealers but any competition 
We 


ire Watching the press releases from the hearings and we wish to commend 
n the way they are handled 


have talked to many dealers and they are certainly in favor the investigation 
Yours truly, 


Tom PEDERSON, 


Pederson Motors, Inc... Dodge-Plymouth 


ER, WASH., December 10 
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REPORT TO THE STOCKHOLDERS 


GENERAL MOTORS COMPANY 


FOR THE FISCAL YEAR ENDING JULY 31, 1915. 


Detroit, Micuicgan, Sept. 16, 1915 


STOCKHOLDERS 


Your directors submit the annual report of General Motors Company and its subsidiary 


nies for the fiscal year ending July 31, 1915. 


[he income and profit and loss accounts include simply the share of General Motors 


aby in the earnings and surplus of the subsidiary companies. 


INCOME ACCOUNT FOR YEARS ENDING JULY 31, 1915, AND 1914 


1915 1914 


profits for year after deducting expenses of manufacture 
uding maintenance), selling and administration as well 


taxes, insurance and depreciation - $14,926,322.28 $7,947,412 80 


ral Motors Company proportion thereof : $14,794,190.76 $7,819,968.42 


ied interest 12 months on General Motors Company 6° 


st Lien Notes _.._.-- . ; 336,387.34 570,234.66 
Balance ie ab . $14,457,803.42 $7,249,733.7¢ 
ferred dividends for 12 months at rate of 7%- a _.. 1,048,964.00 1,048,678.7 


led profits for 12 mouths -- picese é $13,408,839.42 $6,201,055.01 
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PROFIT AND LOSS ACCOUNT. 


Profit and Loss Surplus, July 31, 1914.-.........- .--$ 6,689 427.5 
Add balance of undivided profits (after payment of Preferred dividend) for 
twelve months, ending July 31, 1915, as per Income Account above --- 18,408,839 


$20,098, 266.93 
Charged off from plant and equipment at the close of the year. .._.- 113,106 


Profit and Loss Surplus July 31, 1915 ; .--. $19,985,159 


The net profits of $14,926,322.28 are after deducting all expenses of General Motors 
Company, and also after deducting $1,029,469.78, a sum deemed sufficient to cover deprecia- 


tion of buildings and equipment. The plants have been maintained in good operating 


condition 


Full charges have been included in operating expenses to cover all depreciation in in 
ventories during the year just closed. Inventories at the close of the year were on a 
thoroughly conservative basis of valuation. The increase of $2,406,928.13 in the value of 


inventories is because of the larger volume of current business being carried on at the close 
of the fiscal year 


The Condensed Consolidated Balance Sheet, as of July 31, 1915, as compared with July 
31, 1914, is to be found on Page 11, of this report. Comparative statements of Income 
and Profit and Loss accounts for the last five fiscal years will be found on Page 12. 


CAPITAL STOCK. 


The capital stock of the Company outstanding in the hands of the public, on July 31 
1915, was as follows: 


Preferred stock 7% Cumulative : $14,985,200.00 
Common stock . -- 16,506,783.0 


This represents an increase during the year of $5,000 Common stock. 


FUNDED DEBT. 


The sole outstanding funded debt of the Company, July 31,1915, consisted of $2,328,000 
5% First Lien Notes, maturing October 1, 1915, being unpaid balance of the original issue of 
$15,000,000 of these notes, dated October 1, 1910. The Company has cash on hand amply 
sufficient to pay these notes without incurring further obligations. 


t 
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OTHER INDEBTEDNESS. 


Aside from these notes, the ouly indebtedness of the Company and its subsidiary com- 


snies on July 31, 1915, consisted of current accounts payable, of $1,380,907.94 (composed 
sbolly of obligations for merchandise, etc.), and $1,270,302.43 liabilities accrued, but not due, 
for pay rolls, taxes and interest on funded debt. 


The current accounts payable on July 31, 1915, were $2,391,215.18 less than on July 31, 
14 


WORKING CAPITAL. 


The net working capital as shown by the balance sheet of July 31, 1915, amounted to 
$31,141,237.64, as follows: 


rrent Assets : 1915 1914 


Cash ...- $14,526,124.14 $13,452,663.35 
Marketable securities of municipalities and other corpora- 

tions (see Statement 4, Page 13) 
Notes ($110,513.99 in 1915) and accounts receivable in- 

cluding drafts, against shipments in transit... . -.----- 3,944,680.75 3,368,790.51 
Eriventel@Gaits 2s ssw cee Sc ees 28 14,049,298.15 11,642,370.02 
Prepeld ChOORONE ois. Secbesce. sete J 533,585.97 387,578.14 


Total current assets a $34,054,689.01 $28,841,402.02 


Less Current and Accrued Liabilities : 
Current accounts payable. ---.- evcwessaascaccucicce GERRRSErOe Sivonen 
Interest, taxes, and pay-rolls accrued not due.._....... 1,270,302.43 1,000,247.19 


$2,651,210.37  $4,772,370.31 


$31,403,478.64 $24,069,031.71 
From which deduct amount reserved for three months’ propor- 
tion of Preferred Dividend payable November 1 262,241.00 262,241.00 


Net working capital $23,806,790.71 


rease in net working capital during the year, as above $7,334,446.93 
which should be added the reduction in debt during the year through the 

prepayment of 6%, 5-year notes, due October 1, 1915 ___-..--.-- ‘ sain 5,524,000.00 

Total additions to the net working capital during year- ------. .. 12,858,446.93 
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, addition there was expended daring the year $1,238,357.27 for additions to real estat 
plants and equipment, without incurring any new capital obligations therefor. It will als 


seen that the company had $14,526,124.14 cash ov hand on July 31, 1915, as against $13,455 
663.35 July 31, 1914, a gain in cash of $1,073,460.79. 


[he marketable securities aggregating $1,001,000, shown above are high-grade short ter: 
bligations of municipalities and corporations, in which it was deemed advantageous to inves 


temporarily a part of the compauy's surplus funds, These securities can readily be sold and 
converted into cash.when wanted. (See Statement 4, Page 13.) 


[he increase in Accounts Receivable is due almost entirely to the larger amount of drafts 


against shipments in trausit which represent substantially cash. 


CAPITAL EXPENDITURES. 


Charges to capital account during the year for additions to real estate, plants 


and equipment aggregated z , sncocs cc SE eeOLal 


Of this expenditure about $700,000 was for additions to plants and equipment of th 
Buick Company, the balance being for additions to plants and equipment of the Cadilla 
Northway and Weston-Mott Companies. Notwithstanding the above expenditures charg: 
to capital account during the year it will be seen from the balance sheet that the net book 
valuation of “ Real Estate, Plants and Equipment” after deducting the reserves for deprecia 


tion was only $386,935.27 greater than on July 31, 1914. This is of course due to the appr 


priation from income and surplus accounts during the year for depreciation of plants and 


equipment. 
SALES 


Gross sales of General Motors companies in the year just closed amounted to $94,424 - 
841.47, as compared with $85,373,302.96 for 1914, the number of cars sold 76,068, compared 
with 58,987 during the preceding year. It will be noted that, owing to price reductions, th 


number of cars sold teuds to increase considerably faster than the sales measured in dollars 


THE OUTLOOK. 


[he outlook never was more promising than for the coming year. The models of 
our companies are meeting with great favor in their respective classes and sales so far in the 
ew year (August 1 to September 14th, 1915) amount to $16,176,761. compared witl 


$7,585,739. for the corresponding period for last year. 
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DIVIDEND POLICY 


The Preferred dividends have been continued during the year, as heretofore, at the full! 


f seven per cent. and should, of course, be so coutinued 


[he Common stock has never received a cash dividend since the Company was organized 
tember 16, 1908. 


Your directors have followed the policy of building up the cash assets and the credit of the 


mpany and so have accumulated and held large cash balances pending the maturity of the 


tes, the original issue of which was $15,000,000, and the last of which will be paid 
tober Ist next. During the past year, for the first time, it has not been necessary for the 


mpany to borrow money. 


Further marked improvements in manufacturing methods will be continued, but can 

ily be expected in future to yield such large gains in output with such moderate expendi- 

s on new buildings and machinery as have characterized the last five years. It is also 

the opinion of your directors, in view of the strong financial position your Company 

w ocsupies, that the time is near when larger additions to plant, made necessary by the 

it growth of the business, should be made. Your board does not believe in running into 
t 


t,and it was partly because of these probable extensions, a portion of which have now been 


rized, that your board voted to set aside the one million dollars referred to on page 
s invested in short time securities. 


The large “ write offs” amounting to $12,531,013.99, required during the last five years 
your plants, machinery, mercbandise and other assets down to a conservative figure, 


»w. we believe, at an end 


The cash on hand at the close of the fiscal year, July 31, 1915, was $14,526,124.14 
all the factories in operation and all current bills paid aud discounted in advance 
ever possible, and cash on hand September 14th, 1915, was $20,408,331.94. 


From the balance of cash available your directors have to-day declared a dividend of 
per cent., on the Common stock, being $50.00, per share payable on October 15, 
to stockholders of record at the close of business September 30, 1915 


Your Board believes that the time has now come when the Common Stock cau be put on 
gular dividend basis, payable quarterly. The rate of such dividends should in the 
yn of the Board be left to the Board of Directors to be elected at the comivg Annual 


+ og 
Dg 


Your directors wish again to express their high appreciation of the loyalty aud efficiency 
ir officers and employees 
By order of the Board of Directors, 


CHARLES W. NASH, 


President. 
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Dernroit, Micnican, September 15, 1915. 


Mr. ©. W. Nasu, /resident, 
Detroit, Michigan. 


Dear Sir : — 
I submit herewith the following statements showing the results of operation and the 


financial condition of General Motors Company and its subsidiary manufacturing companies 


consolidated, for the periods named : 


Statement 1. Condensed Consolidated Balance Sheet, as of July 31, 1915, compared with 
July 31, 1914. 


Statement 2. Income account for 12 months ending July 31, 1915, 1914, 1913, and 1912 
and 10 months ending July 31, 1911. 


Statement 3. Profit and Loss account for 12 months ending July 31, 1915, 1914, 1913 and 
1912 and 10 months ending July 31, 1911. 


Statement 4. Schedule of marketable securities of municipalities and other corporations, 
owned by General Motors Company on July 31, 1915. 
Yours, 


W. H. ALFORD, 
Comptroller. 
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Statement 1. 


IMPARATIVE CONSOLIDATED BALANCE SHEET OF GENERAL MOTORS «| 
BSIDIARY IMPANIES DIRECTLY CONNECTED WITH THE MANUFACTI 
MOTOR CARS AND PARTS AS OF JULY 31, 1915 AND 1914 


ASSETS 


} 
i 


5,819,.851.85 
413,500.00 
367 184.50 


ements, et 

is Investments 

working assets 

1on hand... ‘ $14,526,124.14 
securities of 

ne (see State t ‘ ‘ 1,001,000.00 
9 in 1915 aunts receivabl 144,680.75 


14,049, 298.15 


AnkSs & 


rt 


533.585.9 


‘urrent and Working Assets 


excess of appraised value over 


stocks of subsidiary m panies 


LIABILITIES 


ed $20,000,000) issued 
eral Motors Co 


llary companies 


ands of public... 
rized $40,000,000) issued 9,874,03 $19,874,030.( 
f General Motors C 3 ‘ $3,233,746 


f 138,500. 


$3,372, 24¢ 


subsidiary mpanies 


16.506.783 


$31,491,98 


$28 OOO 


$528,000.00 $573,000.00 
454,423.14 431,141.62 
1,004,141.62 


$1.380.907.94 $3,772,123.12 
1,270,302.4 1,000,247.19 
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Statement 2. 


INCOME ACCOUNT 


Statement 3. 


AND LOSS ACC 
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Statement 4. 


MARKETABLE SECURITIES OF MUNICIPALITIES AND OTHER 
[ONS OWNED BY GENERAL MOTORS COMPANY Jaly 31 


Descriptior Date Due 


f Massachusetts, Notes October 27. 1915 $100,000.00 

f Boston, Mass., Notes November 2, 1915 250 000.00 

f Cant Mass., Notes June 15, 1916 20.000 00 

n of Wakefield, Mass., Notes May 22. 1916 35,000.00 

{ Holyoke, Mass., Coupon pril 4, 1916 85,000.00 

f Sharon, Mass " sbraary 7, 191¢ 15,000.00 

f Worcester. Mass., Coo January 1, 1916 10,000.00 

f Newton, Mass., N July 31, 1916 100,000.00 

{ Somer e, Mass te Ju 9 1916 75.000 00 

Missoori & Kansas Te pnl 15, 1916 25,000.00 
I ational Harvester | 

rsey, 58 February 15,1918 25,000.00 

City of Buffalo, N. Y., 44s Jane 1, 1918 13.000.00 

United Fruit Co., 5s May 1. 1918 25,000.00 

f New York, 44s June 1, 1918 223,000.00 


Total _. $1,001,000.00 








Report of 


General Motors Company 


FOR THE 


Fiscal Year ending July 31, 1916 
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REPORT TO THE STOCKHOLDERS 


OF 


GENERAL MOTORS COMPANY 


For the Fiscal Year ending July 31, 1916 


DETROIT, MICHIGAN, September 26, 1916 
[0 THE STOCKHOLDERS : 


Your directors submit the annual report of General Motors Com- 
pany and its subsidiary companies for the fiscal year ending July 31, 
16. 


The income and profit and loss accounts include simply the share 


f General Motors Company in the earnings and surplus of the subsidiary 
mpanies. 


INCOME ACCOUNT FOR YEARS ENDING JULY 31, 1916 AND 1915 


1916 1915 


mee ee 
\ 


Net profits for year after deducting expenses of manufacture 
including maintenance), selling and administration as 
well as taxes, insurance and depreciation. . $29,146,107.51 $14,926,322.28 
ral Motors Company proportion thereof $28,812,287.96 $14,794,190.76 

ed interest on General Motors Company 6%. First 
Lien notes 7 ve a. eae es 7 fe. % 22,727.55 336,387.34 
Balance $28,789,560.41 $14,457,803.42 
ferred dividends tur 12 months at rate of 7% ; 1,048,964.00 1,048,964.00 
vided profits for 12 months . .. , $27,740,596.41 $13,408,839.42 
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PROFIT AND LOSS ACCOUNT 


Profit and Loss Surplus, July 31, 1915 ‘ ; om os - s, = SSS 15906 
Add balance of undivided profits (after payment of Preferred dividend) for 
twelve months, ending July 31, 1916, as per Income Account above 27,740,596.4} 


$47,725,756.35 
Less: Cash Dividends paid on Common Stock: 


October 15, 1915—50% . . . «. $ 8,253,391.53 
February 15, 1916—10% . ; 1,651,178.31 
May 1,1916— 5% _ . 825,589.15 10,730.158.99 


Profit and Loss Surplus July 31, 1916. . «  » $36,995,597.36 


The net profits of $29,146,107.51 are after deducting all expenses of 
General Motors Company, and also after deducting $1,018,476.54, a sum 
deemed sufficient to cover depreciation of buildings and equipment 
The plants have been maintained in good operating condition. 


Full charges have been included in operating expenses to cover all 
depreciation in inventories during the year just closed. Inventories at 
the close of the year were on a thoroughly conservative basis of valua 
tion. The increase of $11,051,051.82 in the value of inventories is du 
to the greatly increased volume of business being carried on by the Com 
pany at the close of the fiscal year. 


The Condensed Consolidated Balance Sheet, as of July 31, 1916, as 


compared with July 31, 1915, is to be found on Page 11 of this report 


Income and Profit and Loss accounts for July 31, 1916, compared wit! 
July 31, 1915, will be found on Page 12. 


CAPITAL STOCK 
The capital stock of the Company outstanding in the hands of the 
public, on July 31, 1916, was as follows :— 
Preferred stock 7% Cumulative 2 Eran . . $14,985,200.00 
Common stock . i ete ; 16,511,783.05 


This represents an increase during the year of $5,000 Common 


stock. 


FUNDED DEBT. 


The Company has no funded debt, the $2,328,000.00 6% First Lien 
notes outstanding July 31, 1915, having been paid at maturity, October 
1, 1915, and the Voting Trust dissolved. 
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OTHER INDEBTEDNESS 


Che only indebtedness of the Company and its subsidiary compa- 
son July 31, 1916, consisted of current accounts payable, of $7,264,- 
70 (composed wholly of obligations for merchandise, etc.), and $2, 

10,832.07 liabilities accrued, but not due, for pay rolls, taxes and other 
1dry items. 


The current accounts payable on July 31, 1916, were $5,883,535.76 
eater than on July 31, 1915. This increase is due to the larger volume 
business being carried on by the Company. 


WORKING CAPITAL 


lhe net working capital as shown by the balance shect of July 31 
6, amounted to $43,664.671.40, as follows: 


’ 


RRENT ASSETS 1916 1915 


on 
Cash $22,476,574.86 $14,526,124.14 
Marketable securities of municipalities and other cor- 

porations 286,000.00 1,001,000.00 
Notes ($102,829.46 in 1916) and accounts re 

ceivable including drafts against shipments in 

transit : ; 5,629 633.20 3.944 680.75 
Inventories 25,100,349.97 14,049, 298.15 
Prepaid expenses 389,630.14 $33,585.97 


otal Current Assets $53,882,188.17 $34.054,689.01 


CURRENT AND Accruepb LIABILITIES: 


irrent accounts payable $ 7,264+,443.70 $ 80,907.94 
7 


0,302.43 


1,3 
Taxes and payrolls accrued not due. 2,690,832.07 1,2 


$ 9,955,275. $ 2,651,210.37 


$43,926,912.40 $31,403,478.64 
which deduct amount reserved for three months’ 


portion of Preferred Dividend payable Nov. 1 262,241.00 262,241.00 


£02,24 


Net Working Capital $43,664.671.40 $31,141,237.64 


1 net working capital during the year as above $12,523,433.76 


» reduction in debt during 
iyment of the balance of 
i 


year Notes outstanding. 2? 328.000.00 


» Common Stock 10.730.158.99 


rking capital during the year 
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In addition there was expended during the year $3,726,751.61 for 
additions to real estate, plants and equipment, without incurring any 
new capital obligations therefor. It will also be seen that the Company 
had $22,476,574.86 cash on hand on July 31, 1916, as against $14,526 
124.14, July 31, 1915, a gain in cash of $7,950,450.72. 


The marketable securities aggregating $286,000.00 shown above are 
the balance of high grade short term obligations of municipalities and 
corporations shown in last year’s report which have not as yet matured 


CAPITAL EXPENDITURES 


Balance in real estate, plants and equipment at July 31, 
1915, before deducting reserve for depreciation .. $22,753,422.! 


Expended during the year... Sra Ewan nea? 3,726,751.6! 
$26,480, 174.14 
Less: Plant and equipment sold. . . . . . . $ 113,621.08 


Plant values applied against reserve for depreciation 2,019,052.92 2,132,674.01 
Balance in real estate, plants and equipment July 31, 1916 . . . $24,347,500.14 


The above expenditure of $3,726,751.61 was for additions to real es 
tate, plants and equipment made necessary by the great growth of the 
business. 


Your directors have deemed it wise to apply against the reserve pre 
viously set aside for depreciation, the sum of $2,019,052.92 to the reduc 
tion of plant values. 
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GENERAL 


Gross sales of General Motors companies in the year just closed 
iounted to $156,900,295.71, as compared with $94,424,841.47 for 1915. 
he number of cars sold, 132,088, compared with 76,068 during the pre- 
jing year. 


It is gratifying to report that all of your companies have shown sub- 
ntial profits for the fiscal year just closed and there continues to be a 
d demand for their products. 


The Preferred dividends have been paid during the year at the 
| rate of seven per cent. 


The Common stock received its first cash dividend on October 15, 
5, when a dividend of fifty per cent., being $50.00 per share was paid 
tockholders. Quarterly dividends of five per cent., being $5.00 per 
re per quarter, were paid during the fiscal year just closed. 


Your directors wish again to express their high appreciation of the 
alty and efficiency of your officers and employees. 


By order of the Board of Directors, 
W. C. DURANT. 


President 
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DETROIT, MICHIGAN, September 23, 


Mr. W. C. DURANT, President, 
Detroit, Michigan. 


Dear Sir:—I submit herewith the following statements showing th 
results of operation and the financial condition of General Motors Com 
pany and its subsidiary manufacturing companies, consolidated, for the 


periods named :- 


Statement 1. Condensed Consolidated Balance Sheet, as of July 
31, 1916, compared with July 31, 1915. 


Statement 2. Income account July 31, 1916, compared with July 
31, 1915. 


Statement 3. Profit and Loss account July 31, 1916, compared with 
July 31, 1915. 


Yours. 
’.. H. ALFORD, 
Comptroller 
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Statement | 


DATED BALANCE SHEET OF GENERAL Motors ( 
ED WITH THE MANUFACTURE OF MOTOR ( 
Jt Ist, 1916 AND 1915 


VEC 


Juy 


500.14 


95.44 


plants 

for depreciatic 
$18,366,404.7 

355,800.06 


358,428.50 


agreements, etc 
aneous investments 
t and working assets 
Cash in banks and on hand 
Marketable securities of municipalities and 
ther corporations »,000.00 
tes ($102,829.46 in 1916) and accounts 
receivable 


574.86 


entories 
paid expenses 
Total Current and Working Assets 


4 ] 


representing excess of appraised val 
ver book value of capital stocks of sub 
ompanies owned, less reserve 


T tal 


LIABILITIES 
tal Stock 
stock (authorized $20,000,000) issued 18 038.400.00 
n treasury of General Motors Co 3.053,200.00 


In hands of public 
n stock(authorized $40,000,000) issued 519.874.030.00 
n treasury of General Motors Cx 3,362,246.95 
In hands of public 
Total in hands of p 
Debt 
First Lien Five-year Sinking Fund 
Gold Notes 
ng Capital Stock (par value) and sur 
f subsidiary companies, being the por 
not owned by General Motors Cx 
Capital Stock $540,500.00 $528,000.00 
Surplus 687,958.19 45447214 
Total 
t Liabilities 
unts Payable 
ixes and Pay-rolls Accrued not due 
Total Current Liabilities 
for three months’ proportion of D 
id on Preferred Stock, payable Nov 


sunary ¢ 


262,241.00 
58.4464.14 


36.995 $97 % 
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Statement 2 


INCOME ACCOUNT 


Year ENpIN Year Enpine 


Jury 191¢ Jury 31, 1915 


Net Profits after deducting expenses of manufacture 
ncluding maintenan selling and administra 


tion as well a \ nsurance and depreciation $29, 146,107.5 $14,926, 


General Motor ny proportion thereof $28,812,287.96 $ 


Intere 


387.34 
28 789,560.41 : 803.42 
1.048 964.00 964.00 


$27 ,740,596.4 $13,408 ,839.42 


Statement 3 


PROFIT AND LOSS ACCOUNT 


Year ENDING Year ENDING 
Jury 31, 1916 Jury 31, 1915 
19,985.159.94 $ 6,689,427.5 
27. 740.596.41 13,408,839.42 


$20,098 266 
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REPORT TO THE STOCKHOLDERS 


OF 


GENERAL MOTORS CORPORATION 


For the Fiscal Year ended December 31, 1917 


DETROIT, MICHIGAN, February 28, 1918 


[0 THE STOCKHOLDERS: 


na 


Your directors submit herewith the first annual report of General 


ed December 31, 1917. 


Motors Corporation and its subsidiary companies for the fiscal year 


The Corporation became the active operating company on August | 
and its operations, therefore, cover the last five months of the year 


he income and profit and loss accounts at December 31, 1917, include 


the earnings and surplus of the Corporation and its share of earnings and 
irplus of subsidiary companies 


seven months of 1917, to July 31 


solv 


On account of the change in the end of the fiscal year from July 31 
December 31, there is also shown herewith the operations of the 
General Motors Company (the New Jersey corporation) for the first 


red and its 


August |, 1917 


reterred dividends 


.er 


INCOME ACCOUNT FOR TWELVE MONTHS 


DECEMBER 31, 1917 


General Motors 
Company 
for 7 mos. ended 
July 31, 1917 


after deducting expenses of manufacture 
ng maintenance), selling and administration 
as ordinary taxes, insurance and depreciation .$17,275,366.75 


} 
di 


Provision for Federal taxes and extraordinary expen 
litures 4,053,315.91 
$13,222,050.84 
ral Motors proportion thereot $13,104,864.03 

611.895.66 


Undivided Profits £12,492 968.37 


The New Jersey company was dis 
assets taken over by the present Corporation as of 


ENDED 


General Motors 
Corporation 


for 5 mos. ended 
Dec. 31, 1917 


$17,359,488.24 


2.848.574.31 
$14.510,.913.92 


$14,284,873.44 
491.890.00 


£13.792.983 44 
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PROFIT AND LOSs ACCOUNT 


5 months ended December 31, 1917 (atter making 


Undivided profits tor 
ind the payment of Preterred Dividend), as per 


provision tor all taxe 
Income Account shown on preceding page 313.792.9838 
9 605 


*Add profits to August 1. 191 nclusive 
$13,802,591 


Cash Dividend paid on Common Stock: 


Less: 
2,294,199 


oY 
a5 


November 1. 1917 
$11,508,392.5 


Profit and loss surplus December 31, 1917 
The net manufacturing profits of $17,359,488.23 for the five months 
ended December 31. 1917, are after deducting the sum of $1,093,421 


to cover depreciation of buildings, machinery and equipment. The plan 
have been maintained in good operating condition 


Full charges have been included in operating expenses to cover a 
depreciation in inventories. Inventories at the close of the vear were o 
a thoroughly conservative basis, being valued at or below cost. Th 


increase in inventories is due to the greatly increased volume of curre: 


business 
1 Balance Sheet, as of December 3 


Income and Profit anid 
Th 


The Condensed Consolidate: 


1917, is to be found on Page 10 of this report 
1917, will be found on Page 11. 


31, 


Loss Account for December 


last Income Account of General Motors Company for the 12 months 


ended July 31, 1917. is shown on Page 12 


CAPITAL STOCK 
Che capital stock of the Corporation outstanding on December 3 
1917, was as follows: 
$19,676,800.00 


Preferred stock, 6% Cumulative 
Common stock 76,87 3,300.00 


INDEBTEDNESS 


Phe only indebtedness of the Corporation and its subsidiary comp 


nies on December 31, 1917, consisted of current accounts payable, o! 
$10,665,717.52 (composed wholly of obligations for merchandise, ete 
and $4,858,326.57 liabilities accrucd, but not due, for pav rolls, taxes an 


other sundry items 
* Represents difference between dividends received and dividends paid plus expenses 
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WORKING CAPITAL 


4171 


lhe net working capital as shown by the balance sheet of December 


)17, amounted to $64.554.765,75, as follows: 


RRENT ASSETS: 


ish in banks and on hand 
Investment in marketable securities 
Notes ($476,430.25) and accounts receivable, including drafts against 
shipments in transit 


nventories at cost or less 


lotal Current Assets 


ess CURRENT AND AccrUep LIABILITIES 


Current accounts payable 


Taxes, pav rolls and sundries accrued not due 


which deduct amount reserved tor two months’ proportion of Pre 


ferred Dividend payable February 1, 1918 
Net Working Capital 


$18,865,645.27 
1,255,000.00 


13,595,538.42 
46.559,394.15 
$80,275,577.84 


$10,665,717.52 
+.858.326.57 
$15,524,044.09 


$64,751,533.75 


196,768.00 


$64,554,765.75 


lhe marketable securities aggregating $1,255,000.0U, shown above, 
investments in the Second Liberty Loan Bonds of the United States 


vernment 


The balance outstanding in Accounts Receivable is due to the large 
unt of drafts against shipments in transit which represent substan 
lly cash, and accounts against the United States Government 


CAPITAL EXPENDITURES 


yes to capital account during the five months ended December 31, 


1917. for additions to real estate, plants and equipment aggregated 


$2,214,406.77 


Of this expenditure about $1,650,000.00 was for additions to plants 
{ equipment of the Buick Division, the balance being distributed 


ong the several other operating divisions 
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GENERAL 


Net sales of General Motors Corporation and subsidiary companies 
from August |, 1917, to December 31, 1917 (5 months) amounted 
$96,295,740.97. The number of cars and trucks sold in this five months 
period was 86,901 


The pay-rolls for the five months to December 31, 1917, amounted t 


$14,248,593.00. The number of employees in the service of the Corpora 
tion and subsidiary companies on December 31, 1917, was 25,427. 


It is gratifying to report that the truck business during the past year 
experienced satisfactory strides, both in volume and net profits, and wil! 
be further extended to meet the increasing demand. 


The Corporation has acquired a controlling interest in the Samso: 
Sieve-Grip Tractor Company, at Stockton, Cal. The plant is operating 
to its full capacity. The manufacture of tractors will be extended as 
rapidly as possible to meet the increasing demand, the tractor to be mad: 
a permanent and important division of the business. 


The Corporation has been favored with and 1s equipping to handle a 
large amount of war business. Detailed information is withheld in ac 
cordance with the terms of the contracts. Additional plant capacity wil! 
be available for Government work, if needed. 


{ 


‘he Preferred dividends have been paid during the year at the full! 


rate of six per cent 


The first cash dividend of one per cent. was paid on the Common 
stock February |, 1917. Subsequently, quarterly dividends of three per 
cent., being $3.00 per share per quarter, were paid for the quarters ended 
April 30, July 31, October 31, 1917, and January 31, 1918 


Dividends were paid out of 1917 earnings 


Your directors take pleasure in acknowledging their high apprecia 


tion of the loyalty and efficiency of your officers and employees 


By order of the Board of Directors, 
W. C. DURANT, 


President. 
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DETROIT. NEICHIGAN, February 


WC. DURANT, President. 
New York, N.Y 


DEAR SIR:--I submit herewith the following statements showing the 


its of operation and the financial condition of General Motors Cor 
ration and its subsidiary companies, consolidated, for the periods 


amed 


Statement 1. Condensed Consolidated Balance Sheet. as of Decem 
ber 31, 1917 


Statement 2. Income Account tor 5 months ended December 3 


1917 


Statement 3. Profitand Loss Account, December 31, 1917 


Statement 4. Income Accountof General Motors Company for 
months ended July 31, 1917 
“ours 
Nl. L. PRENSKY, 
Comptroller 
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Statement | 


CONDENSED CONSOLIDATED BALANCE SHEET OF GENERAL MOTORS CORPORATION AN 

Si BSIDIARY COMPANIES DIRECTLY CONNECTED WITH THE MANUFACTURE 

OF Motor CArsS AND PARTS AS OF DECEMBER 31. 1917 
ASSETS 

Fixed Assets: real estate, plants and equipment . $40,086,374.34 

Less: reserve for depreciation __1,428,539.28 — $38,657,835.06 
Patents, agreements, etc 274,100.00 
Miscellaneous investments 2.030,273.48 


Current and working assets 
Cash in banks and on hand $18,865 645.27 
Investment in marketable securities 1,255,000.00 
Notes ($476,430.25) and accounts receivable 13,595,538.42 
5 


Inventories at cost or less 46,559, 394.15 80,275,577.84 


Deferred expenses 854, 434.6 
Good-will 11,697, 503.48 
Total $133, 789.7: 724.47 


LIABILITIES 
Capital Stock: 
Preferred stock (authorized $20,000,000) issued $19,676,800.00 
Common. stock (authorized $82,600,000) issued... . 
Less: in treasury of General Motors Corporation 76,873,300.00 
Total $96,550, 100.00 
Outstanding Capital Stock (par value) and surplus of 
subsidiary companies, being the portion not owned 
bv General Motors Corporation: 
Capital Stock $  540.500.00 
Surplus 859,083.18 1.399, 583.18 
Current Liabilities 
Accounts payable - 66 
85 


Taxes, pay rolls, and sundries accrued not due 


5 
5 


? 
7 15,524,044.09 


5.717. 
858,326. 
Reserves: 
For two months’ propottion of Dividend on Pre- 
ferred Stock, payable February 1, 1918 $ 196,768.00 
For Federal taxes and extraordinary expenditures. 6,939,018.55 
For sundry contingencies __1,671,818.08 8,807 604.63 


Surplus ~———44,508.392.57 


Total $133,789.724.47 
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Statement 2 


INCOME ACCOUNT FoR FIVE MONTHS ENDED DECEMBER 31. 1917 


Net profits for five months ended December 31, 1917, 
after deducting all expenses of manufacture (in- 
cluding maintenance), selling and administration, as 
well as ordinary taxes, insurance and depreciation $17,359, 488.23 


Less: Provision for Federal taxes and extraordinary ex- 
penditures 2,848.574.31 


$14,510.913.92 
General Motors Corporation proportion thereof $14,284.87 3.4 


Preferred Dividends for $5 months at rate of 6% : 491 890.0) 


Undivided Profits for 5 mos. ended December 31, 1917 $I 3,792,983. ++ 


Statement 3 


PROFIT AND Loss ACCot 


Undivided profits per Income Account above 792,983.44 
Add profits to August |, 1917, inclusive 9,608.13 
3 802,591.57 


Less: Cash Dividend paid on Common Stuck 
November |, 1917—-3% ,294, 199.00 


Profit and loss surplus December 31, 1917 508,392.57 





STUDY OF THE ANTITRUST LAWS 
Statement 4 


INCOME ACCOUNT 
OF 
(GENERAL MOTORS COMPANY 


For Twelve Months Ended July 31, 1917 


Net Profits after deducting expenses of manufacture (in 
cluding maintenance), selling and administration, as 
well as ordinary taxes, insurance and depreciation of 
$1,601,488.11 

Less: Provision for Federal taxes and extraordinary ex- 
penditures 


General Motors Company proportion thereof $24,780,916.77 
Preferred Dividends at rate of 7% | 048 964.01 


Undivided Profits $23,731,952.77 


Net sales $172,677 ,499. | 


Cars and trucks sold 182,062 


Note: General Motors Company, the New Jersey corporation, was dissolved and its asset 
taken over by the present Corporation, as of August Ist, 1917. 





Report of 


General Motors Corporation 


FOR THE 


Fiscal Year ended December 31, 1918. 
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Wilmington 
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REPORT TO THE STOCKHOLDERS 
O1 
GENERAL MOTORS CORPORATION 


lor the Fiscal Year ended December 31, 1918 


Detroit, MicHiGaAn, APRIL 9, 1919 


TOCKHOLDERS: 


1 


directors submit herewith the anni 


ration and its subsidiary compani 


31, 1918 


income and profit and 


‘orporation and its 


INcomME ACCOUNT FOR TWELVE Montus ENDED 
DECEMBER 31, 1918 


5 504,576.41 
20,113,548.19 


$15,391,028.22 


$14,825,530.19 
$1.180,901.00 
1.920.467 .00 


$12,905,063.19 
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PrRoFIT AND Loss Account? 


$11,508.39 


ths ended December 31, 1918 ‘after 
and the payment of preferred and 


me Account shown on preceding 


12,905 .0¢ 


$8 .055.083.10 

9,714,607.59 

653,100.98 

+,800,000.00 
$47 ,646,24 


$2 292,150.00 
2,292.567.00 
3,205,704.00 
3,446,889.00 


surplus December 31, 1918 


The net manufacturing profits of $35,504,576.41 are after deducting 
the sum of $4,616,344.37, to cover depreciation of buildings, machinery 


and equipment. The plants have been maintained in good operating 


Phese profits are exclusive of pronts which accrued to the several 


prof 


mpanies in 1918, prior to their acquisition by the Corporation. 


The combined profits of General Motors Corporation and subsidia: 
companies before deducting Iederal taxes for the twelve months end 
December 31, 1918, including the proportion of profits which accrued t 


the several companies in 1918, prior to the acquisition of the assets 
the General Motors Corporation amounted to $45,541,726.00. 


Full charges have been included in operating expenses to cover 
depreciation in inventories. Inventories at the close of the year were or 
thoroughly conservative basis of valuation, being valued at or below c 

‘The Condensed Consolidated Balance Sheet, as of December 
1918, as compared with December 31, 1917, is to be found on page lf 
this report. Income and Profit and Loss accounts for twelve m 
ended December 31, 1918, will be found on page 17. 
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The books and accounts of General Motors Corporation and sub- 

jiary companies have been audited by Messrs. Haskins & Sells, Certified 
Public Accountants, for the fiscal year ended Dec. 31, 1918, and their 
ertificate is shown on page 18 of this report. 


There is included in the Consolidated Balance Sheet as of December 
1918, the assets and liabilities of the following divisions and sub- 
sidiary companies in addition to various sales companies with nominal 
apital. 


GENERAL Motors Group: 


Buick Motor Company Division 

CapiLtLac Motor Car Company Division 
CENTRAL Force Company Division 

GENERAL Motors Truck Company Division 
JacKson-CHURCH-WILCOX Company Division 
NortHuway Motor & Mrc. Company Division 
OAKLAND Motor Car Company DIvISsION 
Otps Motor Works Division. 

SAMSON TRACTOR Company Division 
Scripps-BooTtH CORPORATION 

CHAMPION IGNITION COMPANY 

THe McLauGHLin Motor Car Company, Ltp 
THe McLAuGHLIN CARRIAGE ComMPANny, Ltp 
GENERAL Motors Export COMPANY 
GENERAL Motors (Europe) Ltp 

JANESVILLE MACHINE COMPANY 


CHEVROLET GROUP: 


CHEVROLET Motor ComMPaNny OF MICHIGAN 


CHEVROLET Motor Company OF New York, INc. 


CHEVROLET Motor CoMPANY OF TEXAS. . 
CHEVROLET Motor Company or St. Louis 
CHEVROLET Motor Company oF Canapba, Ltp 
CHEVROLET Motor Company oP Bay City 

St. Louis MANUFACTURING CORPORATION 
TOLEDO-CHEVROLET COMPANY 


Unitep Motors Group: 


Dayton ENGINEERING LABORATORIES Co. 
Hyatt Ro.tier BEARINGS DivIsION.... 
Jaxon StBEL Propucts Division 

Remy Evectric Division 

HARRISON RADIATOR CORPORATION 

New DEPARTURE MANUFACTURING Co 
LANCASTER STEEL Propucts Co. 


Flint, Mich. 
Detroit, Mich 
Detroit, Mich. 
Pontiac, Mich 
Saginaw, Mich. 
Detroit, Mich. 
Pontiac, Mich. 
Lansing, Mich. 
Janesville, Wis. 
Detroit, Mich. 
Flint, Mich. 
Oshawa, Ont. 
Oshawa, Ont. 
New York, N. Y. 
London, Eng. 
Janesville, Wis 


.Flint, Mich., 
. Tarrytown, N. Y. 
.Fort Worth Tex. 


St. Louis, Mo. 


.Oshawa, Ont. 
.Bay City, Mich. 
.St. Louis, Mo. 

. Toledo, Ohio 


..Dayton, Ohio 
. Newark, N. J. 
. Jackson, Mich. 
.Anderson, Ind. 


. Lockport, N. Y. 


.Bristol, Conn. 


Lancaster Pa. 
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CAPITAL STOCK 


he Corporation outstanding on December 


$ 29,175 
19,671 
147,379.90 
ort, December 31, 1917 are: 
$ 29,175,300 
5,800 
70,506,600 


Preferred Debenture Comm 
hares of preferred stock of 
‘ompany (of New Jersey).. $ 7,500 
hrough the purchase 
iage Co. Ltd., 13,300 


of Delaware 


oration assets $29,869,200 
stock of Chevrulet 
Company of Canada, Ltd., The Mc- 
1ughlin Carriage Co. Ltd., and the balance 
f the capital stock of The McLaughlin Mo- 
Car Company, Ltd., not already owned 
the Corporation 
ued for all the capital stock of Lancaster Steel 
Products Company and $1,566,000 par value 
General Motors debenture stock 
ued in exchange for 22,975 shares of no par 
value Scripps-Booth Corp. common stock. 
1 in exchange for $387,100. par value of 
preferred stock of Harrison Radiator Cor- 
poration 
New issue common stock s 
Issued to employees under bonus plan, out of 
balance in treasury December 31, 1917 


Issued for services 


$30,756,300 $70,506,600 


acquired in treasury through purchase of 
capital stock of Lancaster Steel Products 
Company $1,566,000 
Miscellaneous 15,000 1,581,000 
Increase in outstanding a 4 5 $29,175,300 $70,506,6U 
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INDEBTEDNESS 


ANTITRUST 


LAWS 


[he Notes Payable of $10,802,154.11 shown on the balance sheet, 
ent $7,000,000 borrowed from banks on account of war business 


} 


h has since been paid, and the balance of $3,802,154.11 covers in- 


tedness assumed in the purchase of properties during the year all of 


h will be liquidated at maturity. 


lhe other indebtedness of the Corporation on December 31, 
accounts payable, of $18,453,316.99 


ted of 


current 


1918, 


(composed 


y of obligations for merchandise, etc.), and $3,769,865.29 liabilities 


| 


ied but not due, for pay rolls, ordinary 


WoRKING CAPITAL 


taxes and other sundry item 


[he net working capital as shown by the balance sheet of December 
1918 amounted to $149,902,028.70, as follows: 


t Assets: 


ash in banks and on hand 
berty Bonds 
Marketable securitics 
Sight drafts against B/L attached 
Due from U. S. Government on War contracts 
Notes ($1,285,908.01) and accounts receivable 


ventories at cost or less 


Total Current Asset 


irrent and Accrued Liabilities: 


Current accounts payable 
Notes payable 
Taxes, pay rolls & sundries accrued, n« 


which 


months proportion of dividend on preferred 


deduct amount 


and debenture stock, payable February | 


Net working capital 


reserved for two 


1918 


636,621.48 
.852,018.00 
172,304.86 
316.384.90 
7,305 626.76 
21,995,359.50 
91,137,512.59 


$183,415,828.09 


$18 453,316.99 
10,802,154.11 


488 463.00 
$149,902 028.70 


1917 


$18,865,645.27 
1,255,000.00 


7.590.279 
449.855 
§ 403 

46,559. 394 


5.5 


80,275,577 


196,768.00 
$64,554,765.75 


Ie will be seen from the above that the net working capital has been 
reased during the year by $85,347,262.95 of which amount $27,164,- 
).04 represented the increase through the purchase of propertics. 
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Che investment in Liberty Bonds of $28,852,018.00 represents a 
value of $30,238,993 .00. 


par 


The large increase in the outstanding Accounts Receivable is due t 
the greater number of companies entering into the consolidation. 


CAPITAL EXPENDITURES 


Balance in real estate, plants and equipment at 
December 31, 1917, before deducting reserve 
, ’ 


for depreciation $40,086,374. 3 


Additions through purchase of properties: 

Chevrolet Motor Co. (of Delaware) $13,471,758.42 

United Motors Corporation 23,414,149.62 

Other companies 3,719,426.95 40,605 334.99 
I’xpended during the year (net) 


Balance in real estate, plants and equipment December 31, 1918 
i qulr 


The expenditure of $6,126.705.18, shown above, covers the first unit 
of the Central Forge Division plantin Detroit; the site for the Buick and 
Chevrolet assembly plants in St. Louis, Mo., the motor plant for the 
Olds Motor Works Division at Lansing; the site for the Samson Tractor 
plant at Janesville, Wis., and other miscellaneous expenditures for plant 
and equipment. 


Goop-WILL, PATENTS, COPYRIGHTS, ETc. 


The increase during the year in Good-Will, Patents, Copyrights, 
g ‘ ’ ’ pyrig 


Etc., is due to the acquisition of various properties, and is made up as 
follows :— 


Chevrolet Motor Co. (of Delaware) $6,998 991.06 
United Motors Corporation 16,408,065.34 
Other companies 610,333.55 

Total .. $24,017,389.95 
Less: Patents, agreements, etc. written off during the year 274,100.00 


Increase $23,743,289.95 
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GENERAL 


+ 


net sales of General Motors Corporation and subsidiary com- 

twelve months ended December 31, 1918, (not including 

the companies purchased during the year prior to their ac- 

amounted to $269,796,829.78. The net sales of all companies 

the twelve months ended December 31, 1918, amounted to $326,- 

$4,755.95. The number of cars, trucks and tractors sold during the year 
246,834. 


f 


The payrolls for the year 1918 aggregated $52,500,000. The number 
mployes in the service of the Corporation and its subsidiary companies 


December 31, 1918 was 49,118. 


MANUFACTURE OF WAR PRODUCTS 


Concerning the work done by the Corporation on war products, a 
{ at this time may not be out of place. Of the twenty-three operating 
, eighteen were engaged on government contracts. The gross value 
the products actually completed was approximately $35,000,000. At 
time the armistice was signed, the orders and contracts in hand ex- 
ed $50,000,000. In the execution of these various contracts too much 
cannot be given the executive heads and employes who, in many 
nees, succeeded in reaching volume production in record time, re- 
of seemingly insurmountable difficulties. 


AMBULANCES AND TRUCKS 


The United States had been at war hardly a month when the Truck 
n received a large order for its Model 16 chassis to be used for 
ilance mounts. During the Mexican trouble this chassis, in actual 
e, had proven to be especially well adapted to ambulance work and 
adopted by the Medical Corps for all motorized units. In the Sum- 
‘f 1918, after having spent months on the design of a new chassis for 
rsal military service, the Army finally acknowledged the sterling 
th of the G.M.C. Model 16 chassis by making it the standard 34 ton 


;forallarms. General Motors furnished over 5,000 of these vehicles. 


OFFICERS’ CARS 


[The Quartermasters Corps, supplying the majority of the vehicles 
i by all branches of the service, early adopted the Cadillac as the 
ndard officers’ car. A total of 2,350 Cadillac cars practically standard 


on 4 13. 
respects were supplied. 
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ARTILLERY TRACTOR ENGINES 


The Cadillac Eight-cylinder engine, with a few slight changes, | 
adopted by the Ordnance Department as the power plant for the 
ton artillery tractor. A total of 1,157 engines were supplied for 
purpose 


LIBERTY MOTORS 


In the production of Liberty motors for aircraft work, the Buick a 
Cadillac Divisions made an exceptional record. Regardless of the delay 
start, due to the fact that the General Motors Corporation had bs 
selected to build a special type rotary engine which was afterward aba: 
doned, Liberty motors were being delivered within five months from t! 
time the contract was taken. The high standard of excellence of t! 
product of these Divisions has everywhere been recognized. At the tin 
the armistice was signed, there were orders for over 10,000 Liberty Ai: 
craft Engines on the books and 2,528 Liberty engines were actuall; 
completed and delivered. 

TRENCH MORTAR SHELLS 


The Jackson-Church-Wilcox Division, operating an entire plant 
trench mortar shells, reached a production of 20,000 per day. T! 
Division holds the record as the largest producer of these shells in America 


ADJUSTMENT OF GOVERNMENT CLAIMS 


It is gratifying to report that war product operations were in suc! 
condition when cancellations were desired that at this date substantially 
every claim against the government has been satisfactorily adjusted. 


TRACTOR BUSINESS 


The development of the tractor business is continuing most satis 
factorily, and notwithstanding the stoppage of active construction work 
on the first unit of the new tractor plant at Janesville, Wisconsin, in the 
Fall of 1918, due to the war, the production of Samson tractors in quanti- 
ties is expected to be reached shortly. The future of this business is en- 
couraging. 


ACQUISITION OF PROPERTIES 


During the year the Corporation acquired the following interests 


All the assets of Chevrolet Motor Company, a Delaware corporati 
except 450,000 shares of General Motors Corporation common stock) a 
of May 2, 1918, paying therefor $28,268,400 par value of common stock 
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All of the common capital stock ($1,000,000 par value) of the Janes- 
le Machine Company, Janesville, Wisconsin, on July 1, 1918, paying 
erefor $1,000,000 in cash. 


\ controlling interest on July 1, 1918 in the no par value common 

k of the Scripps-Booth Corporation, paying therefor through an ex- 
ange of securities on the basis of one share of General Motors common 
ck for six shares of no par value Scripps-Booth stock. 


All of the capital stock of Chevrolet Motor Company of Canada, 

Ltd., The McLaughlin Carriage Company, Ltd., and the balance of the 

tal stock of The McLaughlin Motor Car Company, Ltd., not al- 

idy owned by the corporation, as of November 1, 1918, paying therefor 
$4,900,000 par value common stock and $550,000 in cash. 

All the assets of United Motors Corporation, subject to liabilities, 

f December 31, 1918, paying therefor $29,869,200 par value debenture 

k, $9,956,400 par value common stock, and 106,000 shares of United 

tors stock owned by General Motors Corporation; plus an amount in 


ish equal to the dividends on the debenture and common stock subse- 
ent to October 1, 1918. 


All the preferred and common stock of Lancaster Steel Products 
mpany and $1,566,000 par value of General Motors debenture stock 
f December 31, 1918, paying therefor $1,617,500 par value common 
k and $500,000 par value debenture stock. 


All of the ($387,100 par value) Harrison Radiator Corporation pre- 
rred stock as of December 31, 1918, paying therefor $387,100 par value 
benture stock and $38,710 in cash. 


New IssuE ComMMoNn STOCK 


In order to provide additional capital to meet the expansion program 
pted by your Board, there was authorized an issue of $24,000,000 

ir value of Common Capital Stock, which was sold without expense to 
Corporation, for $28,800,000 subject to the right of the common 
kholders to subscribe therefor. 


Bonus PLAN 


The Corporation has adopted a bonus plan under which stock of the 
rporation is distributed each year as a reward to its employees, includ- 
> employees of subsidiary Companies, who have contributed to its suc- 
s in a special degree, by their inventions, ability, industry, loyalty or 
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‘rvice. Itis hoped thereby, not only to compensate servi 
also to encourage further efforts by making its employes 
Corporation’s prosperity. Under the bonus plan, t 
nay be distributed each year is determined by taking It 


net earnings of the Corporation after deducting therefrom a 


amount equal to 6% on the capital invested. The bonus plan is in 


sense a “profit sharing plan” in the meaning of that term as genera 
used. There was awarded for the year 1918, under this plan, a total 
24,334 shares of the common capital stock of the Corporation, at 
cost to the Corporation of approximately $2,798,410. 


MusCELLANEOUS 

The outlook for the coming year is most promising. Since the sig 
ing of the armistice and the subsequent liquidation of the war contract 
which your Corporation was engaged in, the plants and facilities hav 
been reconverted in an incredibly short time to their regular lines of ac- 
tivity, and as a result the manufacturing operations are considerably 
advanced, as is evidenced by the showing for the first quarter of 1919; 
the number of cars, trucks, and tractors sold to March 31, 1919 inclusive 
being 82,456; the net profits before deducting Federal taxes are esti 
mated at upwards of $20,000,000. 

The preferred dividends have been paid during the year at the ful! 
rate of six percent. In the purchase of United Motors assets, the Deben- 
ture stock which was delivered in part payment thereof, carried with it 
an amount in cash equivalent to the November 1 dividend of 14% 

Regular dividends of 3% quarterly were paid on the common stock 
during the year. 

The number of stockholders of the Corporation is in excess of 12,000 
at this date. 

The General Motors Corporation is to be congratulated upon th 
association with the E. I. duPont de Nemours & Company resulting 
from the acquisition of a large stock interest by that company whic! 
insures financial stability and the cooperation of the finest engineering 


organization in the country. 


Your directors take pleasure in acknowledging their high apprecia- 
tion of the loyalty and efficiency of your officers and employees. 
By order of the Board of Directors. 
W. C. DURANT, 
President. 
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Detroit, MicHiGAn, Aprit 5, 1919 


W.C. Durant, President 
New York, N. Y. 
herewith the following statements showing the 


Dear Sir:- I submit |} 
of operation and the financial condition of General Motors Cor- 


ation and its subsidiary companies, consolidated, for the periods 


ed: 


Condensed Consolidated Balance Sheet, as of De- 
cember 31, 1918, compared with December 


Sk, Ti. 


Statement 1. 


y 


Statement 2. Income Account for 12 months ended December 31, 


1918. 


Statement 3. Profit and Loss Account for 12 months ended De- 
cember 31, 1918. 
Yours, 
M. L. PRENsky, 


Comptroller 
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Statement | 
CONDENSED COMPARATIVE CONSOLIDATED BALANCE 
oF GENERAL Motors CORPORATION AND SUBSIDIARY 
AS OF DeEcEMBER 31, 1918 AND 1917 


SHEET 
COMPANIES 


ASSETS DeceMBER 31, 1918 DecemsBer 31, 1917 


Permanent Investment: 


Real estate, plants and equipment 


Less: reserve for depreciation 


Investments in allied and ac 
Current and Working Assets 
Cash in banks and on hand 
Liberty Bonds 
Marketable securities 
Sight drafts against B/L 
Due from United States Government on war contracts 
Notes($1,285,908.01 in 1918) and accounts receivable 
Inventorics at 
Total Ci 


cessories companies 


attached 


cost or less 


irrent and Working Assets 
Deferred expenses 
Good-wiil, 


patents, copyrights, etc 


Total 


LIABILITIES 
Capital Stock 
Debenture stock (authorized $150,000,000) issued 
Less: in treasury of General Motors Corporation 
In hands of public 
Preferred stock (authorized $20,000,000) issued 
Less: in treasury of General Motors Corporation 
In hands of public 
Common stock (authorized $200,000,000) issued 
Less: in treasury of General Motors Corporation 
In hands of public 
Total in hands of public 
Purchase Money Bonds 
Outstanding Capital Stock (par value) and surplus of sub- 
sidiary companies, being the portion not owned by 
General Motors Corporation: 
Capital Stock 
Surplus 
Total 
Current Liabilities: 
Accounts payable 
Notes payable 
Taxes, pay rolls, and sundries accrued not due 
Total Current Liabilities 
Reserves: 
For two months’ proportion of Dividend on Preferred 
and Debenture stock, payable Feb. 1 
For Federal taxes and extraordinary expenditures 
For sundry contingencies 
Total 


Surplus 


$ 86,818,414.51 
10,061, 983.38 


$ 40,086,374.34 
1,428,539.28 





76, 756,431.13 


2 839,531.23 
30,636,621 48 
28,852,018.00 

172,304.86 

3, 316,384.90 

7,305,626.76 
21,995,359.50 
91,137,512.59 


$183, 415,828.09 


762, 651. 85 


5,714,893.43 
$2 99 9 489, 335. 73 


$ 30,756,300.00 
1,581,000.00 

$ 29,175,300.00 
‘$ 19,684,300.00 
13,300.00 

$ 19,671,000.00 
$151,301,100.00 
3,921,200.00 
$147,379,900.00 
$196,226. 200.00 
225 ,000.00 


$ 2,960,400.83 
__ 427,754.20 


$ 3,388,155. 03 
$ 18,453,316.99 
10,802, 154.11 
3,769,865 .29 
$ 33,025,336.39 


$ 488,463.00 
25,863,823.23 
3,863,420.65 

$ 30,215,706.88 
36,408,937.43 
3299, 489, 335. 73 


$ 38,657,835.06 


2 030,273. 48 


18,865,645.27 
1,255,000.00 
7,590,279.25 
449,855.83 
5,555,403.34 
46,559,394.15 


3 80,2 75 577 84+ 
854, 434.61 


11,971,603.48 


($133,789,724.47 


$ 19,676,800.00 


$ 19,676,800.00 
$ 82,558,800.00 

5,685,500.00 
$ 76, 873, 300.00 


$ 96, 550, 100. 00 


$ 540,500.00 
859,083.18 


$ _1,399,583.18 


$ 10,665,717.52 


4,858,326.57 


$ 15,524,044.09 


196,768.00 
6,939,018.55 
1,671,818.08 


¥ 8,807,604.63 
ll, 508,392. 392. 57 


$133, 789,724. 47 
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Statement 2 


INcomME ACCOUNT FOR TWELVE MOonTHs 


ENDED DECEMBER 31, 1918 


Net Profits after deducting all expenses of manufacture including 


maintenance) ordinary 


selling and administration, as well as 
taxes, insurance and depreciation 
Less 


Provision for Federal taxes and extraordinary expenditures 


General Motors Corporation proportion thereof 
Preferred Dividends for 12 months at rate of 6% $ 
( 


1,180,901.00 
Debenture Dividends for 5 months at rate of 6% 


739,566.00 


Undivided Profits for 12 months ended December 31, 1918 


Statement 3 


ProFIT AND Loss ACCOUNT 


Profit and Loss Surplus at the beginnin 


Add undivided profits per Income Account above 


Additions through acquisition of properties 
Chevrolet Motor Company 


United Motors Corporation 


of Delaware §.065.083.10 
9,714,607.59 

653,100.98 
4,800,000.00 


Other Companies 
Profit from sale of new Common Stock 


ss: Cash dividends paid on as 
February 1, 1918 t 2,292,150.00 
May 1, 1918 % 
August 1, 1918 
l, 


2,292,567.00 
3,205,704.00 


November 1918 3.446.889.00 


Profit and loss surplus December 31, 1918 


NOTE 
on the Corporation's books at the same agaregate amount hey had been carried on the books 
chased. As these amounts are in excess of the par value of the securities of 
for such assets, the difference results in an addition to the surplus account 


The properties of the Chevrolet Motor Company of Canada, Ltd 
McLaughlin Motor Car Company, Ltd.. which were acquired during the year 
to agree therewith 


The various tangible and intangible assets acquired by the Corporation during the year 
the General Motors Corporat 
ft the Corporation, as showa sbove 


The McLaughlin Carriage C 
were appraised and t 


20,113,548.19 
$15,391,028.22 


1,920,467.00 


$12,905 063.19 


$11,508,392.57 
12,905,063.19 


23,232,791.67 
$47 646,247.43 


were valued 


corporat 


nm iseued in payment 


mpany, Ltd., and The 


book values adjusted 
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CHICAGO HASKINS & SELLS SAN FRANCISCO 


DETROIT NEW ORLEANS 
SAINT LOUIS CERTIFIED PUBLIC ACCOUNTANTS —“«e 
aE roms Asien CABLE ADDRESS “HASKSELLS™ eae 
meaasmaioe 30 BROAD STREET WATERTOWN 


LONDON 
NEW YORK 


GENERAL Motors CORPORATION, 


Detroit, Michigan. 


We have audited your general accounts and those of your subsidiary 


manufacturing companies for the year ended December 31, 1918, and, 


subject to our not having examined the minutes of your governing bodies, 


WE HEREBY CERTIFY that, in our opinion, the accompanying 
Condensed Consolidated Balance Sheet, December 31, 1918, and relate 
Summaries of Income and Profit & Loss for the year ended that dat 


are correct. 


Haskins & SELLS 


New York, 
April 5, 1919. 





Report of 


General Motors Corporation 


FOR THE 


Fiscal Year Ended December 31, 1919. 
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REPORT TO THE STOCKHOLDERS 
OF 


GENERAL MOTORS CORPORATION 


For the Fiscal Year ended December 31, 1919 


Detroit, MIcHicAn, Aprit 9, 1920. 
lo THE STOCKHOLDERS: 


Your directors submit herewith the annual report of General Motors 
Corporation and its subsidiary companies for the fiscal year ended 


December 31, 1919. 


The income and profit and loss accounts include the earnings and 
surplus of the Corporation: and its share of earnings and surplus of sub- 
sidiary companies. 


INCOME ACCCUNT FOR TWELVE MONTHS ENDED 
DECEMBER 31, 1919 anp 1918 








1919 1918 
Net profits for year after deducting all expenses of 
manufacture (including maintenance), selling and 
administration, as well as ordinary taxes, in- 
surance, depreciation ($6,656,359.03 in 1919) of 
plant and equipment, employes’ bonus stock, 
employes’ investment fund and allowances to 
employes on houses $90,517,519.38  $35,504,576.41 
: Provision for Federal taxes and extraordinary 
expenditures. ....... ata Sah ataias 30,000,000.00 20,113,548.19 
$60,517,519. 38 ~ $15,391,028. 22 
General Motors Corporation proportion thereof  $60,005,484.49 $14, 825,530.19 
Preferred dividends for 12 months at rate of 6% $1 032,376.00 $ 1,180,901.00 
Debenture dividends for 12 months at rate of 6% 3,180,136.60 739,566.00 





_$ 4,212,512.60 $ 1,920,467.00 
Undivided profits for 12 months $55, 792. 971. 89 $12, 905, 063. 19 
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ProFit AND Loss ACCOUNT 


Profit and Loss Surplus, December 31, 1918... eaves Hiwaws $36,408,937 4 


livided profits for 12 months ended December 31, 1919 (after 
making provision for all taxes and the payment of preferred and 
nture dividends), as per Income Account shown on preceding 


f properties and other adjustments 3, 529.0 


$95 966.435 


February 3° % 4,431,438.00 
May aC 4,028,601.00 
August | 3 4,215,147.00 
November 5c. 4.649,955.00 17,324,541.0 


Profit and ss Surplus, December 31, 1919 $78 641,897 


The plants have been maintained in good operating conditio: 
Ample provision has been made for depreciation of inventories, whic! 
are carried on a conservative basis, being valued at or below cost. 


The Condensed Consolidated Balance Sheet, as of December 31, 1919. 
as compared with December 31, 1918, is to be found on page 16 of this re- 
port. Income and Profit and Loss Accounts for 12 months ended Decembe: 
31, 1919, as compared with December 31, 1918, will be found on page 17. 


The books and accounts of General Motors Corporation and sub- 
sidiarv companies have been audited by Messrs. Haskins & Sells, Certified 
Public Accountants, for the fiscal year ended December 31, 1919, and 
their certificate is shown on page 19 of this report. 
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[here is included in the Consolidated Balance Sheet as of December 


1 


1919, the assets and liabilities of the following divisions and sub- 


companies in addition to various sales companies: 


PASSENGER CARS 


S<RAL MOTORS GROUP: 


3urcK Motor Division 


CapitLtac Motor Car Division 

GENERAL Motors Truck Division 

OAKLAND Motor Car Division 
\.ps Motor Works Division 


Scripps-BooTtH CORPORATION. 


VROLET GROUP: 


CHEVROLET Motor Company or MICHIGAN 
i;EVROLET Motor Company OF New York, INC 
HEVROLET Motor Company or St. Louis, Ixc 

-“HEVROLET Motor ComMPANyY OF TEXAS 


AND TRUCKS 


Flint, Mich. 

Detroit, Mich. 
Pontiac, Mich. 
Pontiac, Mich. 
Lansing, Mich. 
Detroit, Mich. 


Flint, Mich. 
Tarrytown, N. ¥. 


. St. Louis, Mo. 


Ft. Worth, Texas 


NERAL MOTORS OF CANADA, LTD.: 
ANADIAN Propucts, Ltp., Division ; 
HEVROLET Motor Company or Canapa Division 
\icLauGHLIN Motor Car Division 
tps Motor Works or Canapba Diviston 


Walkerville, Ont. 
Oshawa, Ont. 
Oshawa, Ont. 
-Oshawa, Ont. 


‘TRACTORS AND IMPLEMENTS 


SaMSON TRACTOR Division Janesville, Wis. 


SaMSON TRACTOR COMPANY OF CALIFORNIA Stockton, Calif 
ACCESSORIES 

NITED MOTORS GROUP: 

BurraLo Metat Goops Company 

DayTon ENGINEERING LABORATORIES COMPANY 

HARRISON RADIATOR CORPORATION 

Hyatt Rotter Bearinc Division 

JAXON STEEL Propucts Division 

KLAXON COMPANY 


Buffalo, N. Y. 
Dayton, Ohio 
. Lockport, N. Y. 
Newark, N. J. 
Jackson, Mich. 
Newark, N. J. 
Lancaster, Pa. 
; Bristol, Conn. 
coves Anderson, Ind. 


LANCASTER STEEL Propucts CORPORATION 
New DeparRTURE MANUFACTURING COMPANY 
Remy Ecectric Division. 


MISCELLANEOUS 


. Flint, Mich. 
Dayton, Ohio 
Dayton, Ohio 
Detroit, Mich. 
London, England 
New York, N. Y. 
Detroit, Mich. 
Detroit, Mich. 


CHAMPION IGNITION COMPANY 

DayTON-WRIGHT COMPANY 

Detco-Licgut COMPANY 

FRIGIDAIRE CORPORATION 

GENERAL Morors (Europe), Ltp 

GENERAL Motors Export Company 

SUNNYHOME ELectric COMPANY 
NITED Motors Service, Inc 
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PARTS 
CENTRAL PRODUCTS DIVISION: 
CENTRAL AXLE DivIsION 
CENTRAL ForGE Division 
CENTRAL GEAR Division 


Nortuway Motor anp MANUFACTURING DivIsIONn 


MUNCIE PRODUCTS DIVISION: 
Muncie Parts Division 


T. W. WaRNER PLANT 


SAGINAW PRODUCTS DIVISION: 


CENTRAL Founpry Division 

CENTRAL Moror Division 

JACKSON-CHURCH-WILcOx DivIsION 

SaGINnAW MALLEABLE IRON CoMPANY 
GENERAL: 

CHEVROLET Motor Company oF Bay City 

MicHIGAN CRANK Suart Division 

St. Louis MANUFACTURING CORPORATION 

ToLepo-CHEVROLET Motor Company 





LAWS 


Detroit, Mich. 
Detroit, Mich. 
Detroit, Mich. 
Detroit, Mich. 


Muncie, Ind. 
Muncie, Ind. 


Saginaw, Mich. 
Saginaw, Mich. 
Saginaw, Mich. 
Saginaw, Mich. 


Bay City, Mich. 
Lansing, Mich. 
St. Louis, Mo. 
Toledo, Ohio 


AFFILIATED COMPANIES, OUR INTEREST IN WHICH IS INCLUDED 


IN “INVESTMENTS.” 
BEARINGS SERVICE COMPANY 
Brown-LirE-CHAPIN COMPANY 
DoEHLER Die CastinG COMPANY 
FisHER Bopy CORPORATION 
GENERAL LEATHER COMPANY 
GENERAL Morors AccEPTANCE CORPORATION 
INDEPENDENT LAMP AND WIRE COMPANY 
NoveLty INCANDESCENT LAMP COMPANY 


CAPITAL STOCK 


Detroit, Mich. 
Syracuse, N. Y. 
Brooklyn, N.Y. 
Detroit, Mich. 
Newark, N. J. 
New York, N. Y. 
Weehawken, N. ] 
Emporium, Pa 


The capital stock of the Corporation outstanding on December 31, 


1919, was as follows: 


Preferred stock, 6% 

Debenture stock, 6°7 

Common stock ; 
Total Outstanding Capital Stock 


The changes since the last annual report, December 31 
Preferred stock decreased 
Debenture stock increased 
Common stock increased 
These changes are explained as follows: 


Preferred 
New issue of 6°, debenture stock sold 
Issued for acquisition of new properties, etc 
Issued account of conversion of General 
Motors preferred 
Cancelled in accordance with terms of con- 
version of 6% debenture stock $2,714,000 
Increase in outstanding $2,714,000 


s 
decrease 


vee $16,957,000 
68,339,300 
153,411,000 
$238,707.300 
. 1918, are: 
$2,714,000 
39,164,000 
6.031.200 
6° Debenture Common 
$30,000,000 
6,450,000 $6,031.20 
2,714,000 
* "$39,164,000 $6,031,200 
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INDEBTEDNESS 

[he Notes Payable of $6,812,318.68 shown on the Balance Sheet 
nder Current Liabilities represent $4,074,118.68 borrowed by our sub- 
idiaries and used in their operations, and the balance of $2,738,200.00 
vers miscellaneous indebtedness assumed by the Corporation in the 

purchase of properties. 
The other indebtedness of the Corporation on December 31, 1919, 
ynsisted of current accounts payable of $37,846,313.36 (composed 
wholly of obligations for merchandise, etc.) and $11,521,770.64 liabilities 
accrued but not due, for payrolls, ordinary taxes and other sundry items. 


WorKING CAPITAL 
The net working capital as shown by the Balance Sheet of December 
31, 1919, amounted to $158,754,500.82. The following is a comparison 
f working capital at December 31, 1919, with that of 1918:— 


“urrent Assets: 1919 1918 
Cash in banks and on hand ...e.. $ 48,231,200.04 $ 30,636,621.48 
United States Government Bonds Senne 213,218.49 28,852,018.00 
Marketable securities. a eas 989 448.36 172,304.86 
Sight drafts against B-L attached ee 10,945 061.06 3,316,384.90 
Due from U. S. Govt. on war contracts....... 304,334.80 7 305 626.76 
Notes and accounts receivable. Lett hata 26,444,871.05 21,995 ,359.50 
Inventories at cost or less... sists Seales 128,696,651.70 91,137,512.59 

Total Current Assets......... $ 215,824,785.50 $183,415,828.09 


Less: Current and Accrued Liabilities: 


Current accounts payable.............. .--. $ 37,846,313.36 $ 18,453,316.99 
Notes payable Recae ie eee 6,812,318.68 10,802,154.11 
Taxes, payrolls and sundries accrued, not due. 11,.521,770.64 3,769 865.29 


$ 56,180,.402.68 $ 33,025,336.39 
$159,644,382.82  $150,390,491.70 
From which deduct amount reserved for two 
months’ proportion of dividend on preferred 
and debenture stock, payable February 1.... 889,882.00 488,463.00 
Net working capital ....  $158,754,500.82 $149,902,028.70 








While it will be seen from the above that the net working capital 
has been increased during the year by $8,852,472.12, attention is called 
to the fact that the increase in net working capital, exclusive of United 
States Government Bonds, amounted to $37,491,271.63. The amount 
$28,852,018.00, invested in United States Government Bonds in 1918 
and temporarily carried in working capital, was converted during 1919 
into cash and the proceeds used for new construction, as was intended. 
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CAPITAL EXPENDITURES 


Balance in real estate, plants and equipment at 
December 31, 1918, before deducting reserve 
for depreciation Sareea hore $86,818 ,414.51 


Addition through appraisal of properties exclusive 
of reserve for depreciation, per appraisal made 
by Manufacturers’ Appraisal Co. (see ap- 


praisers’ certificate on page 18). 5 ee een 29,888,896. | 
Additions through purchase of properties. ...... 12,439,458 71 
I’xpended during the year for real estate, slant 
RI BRO Si oi 5 Rao eda ees 47,741,697.65 
Balance in real estate, plants and equipment December 31, 1919 $176,888 467 00 


Goop-WILL, PATENTs, Copyricuts, Etc. 


Balance in this account December 31, 1918. oe $35,714,893.43 
Additions through companies acquired during 3 year 7,538,279.26 
$43,253,172.69 
Less: Appreciation in real estate, plant and equip- 
ment through appraisal, applied to reduc- 
tion of Good-Will, Patents, Copyrights, etc. 22,929,283.88 
Balance in Good-Will, Patents, Copyrights, etc., December 31, 1919 _ $20, 323,888.81 





Note—The addition of $29,888,896.13 to rea! estate, plants and equipment, as the result of appraisal, is exc 
$6,959,612.25, appraised depreciation applicable thereto, which ($6,959,.612.25) has been added t reserve for depreciat 
The net increase in present value is $22,929,283.88, which latter sum has been applied asa reduction of good will, patents 


copyrights, etc 
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GENERAL 


The net sales of General Motors Corporation and subsidiary com- 
panies for the twelve months ended December 31, 1919, amounted to 
$509.676,694.80, as compared with $326,044,755.95 in 1918, an increase 
f $183,631,938.85, or 56.3%. The number of passenger cars, trucks and 

ictors sold was 406,158 as compared with 246,834 for the previous year, 
in increase of 64.5%. 


The payrolls for the year 1919 aggregated $104,380,000. The number 
f employes in the service of the Corporation and its subsidiary 
mpanies as of December 31, 1919, was 85,980. This compares with 


{9.118 employes at the close of the preceding year. 


The number of stockholders of the Corporation is in excess of 
24,100, of whom 6,650 are employes of the Corporation, including its 
ibsidiaries. 


EXPANSION OF MANUFACTURING FACILITIES 


The expansion of manufacturing facilities at your plants, which 
yas necessarily interrupted during the war, has been resumed. The 
re important projects during the year are stated briefly as follows: 


PASSENGER CAR, TRUCK AND TRACTOR PLANTS 


Buick Motor Division, Flint, Michigan.—During the year 
the capacity of this Division was increased from a_ production 
f 350 passenger cars per day during January to 500 per day 
luring the last quarter. Construction now under way at Flint and 
St. Louis will bring the total productive capacity for Buick cars 

more than 700 per day. The capital expenditure during 1919 
vas $5,018,660.88. 


Cadillac Motor Car Division, Detroit, Michigan.—Construction 
was started on a new factory for the Cadillac Division early in 
1919. Rapid progress is being made on this plant, which will embody 
the very best and latest ideas for economical manufacture, and when 
ompleted this factory will have a capacity of approximately 30,000 
passenger cars per annum. New construction by this Division required 
$4,937,160.81 during the year. The rapidly growing business also re- 
juired the erection of a new sales and service building in Detroit and 
a service building in Chicago. 
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Chevrolet Group.—During 1919, the productive capacity of the 
plants at Flint, Tarrytown, Fort Worth, and St. Louis was increased 
to 800 cars and trucks per day; additional construction under way 
will, when completed, permit the production of 900 passenger cars 
and 50 trucks per day. Capital expenditures by this Division during 
the year required $7,420,460.19. 


General Motors Truck Division, Pontiac, Michigan.—Rearrange- 
ment of the plant in Pontiac and additions to present buildings wil! 
permit the production of 20,000 trucks per annum. Congestion at the 
Pontiac plant will be largely relieved by the establishment of an assembly 
plant in Eastern territory during 1920. 


Oakland Motor Car Division, Pontiac, Michigan.—With the com- 
pletion of new construction started in 1919 the capacity of this Division 
will be increased to 350 passenger cars per day. A number of new 
departments will be established, making the plant more nearly self- 
contained, and insuring uninterrupted supply of the principal units. 


Olds Motor Works Division, Lansing, Michigan.— At a cost of 
$2,552,090.44, the capacity of the Olds Motor Works was increased to 
300 passenger cars and trucks per day, and the plant put on a 
much more independent basis than it formerly enjoyed by the addition 
of facilities to manufacture some of the more important units formerly 
supplied by other Divisions. 


Scripps-Booth Corporation, Detroit, Michigan.—This Company was 
recently removed to a modern factory where its product can be built 
under much more efficient conditions. The new facilities will make 
possible the production of 100 Scripps-Booth cars per day. 


Samson Tractor Division, Janesville, Wisconsin.—Your Corporation 
has been proceeding actively with the manufacture of the Samson: line 
of farm tractors, implements, and trucks. New facilities, which are 


practically complete, provide for the manufacture of 100,000 tractors 
per year. 


FIsHER Bopy CORPORATION INVESTMENT 


Your Corporation was fortunate in assuring an enlarged supply of 
bodies through the acquisition of a majority interest in the Fisher Body 
Corporation, Detroit, Michigan, the largest builder of automobile bodies in 
the world. The Fisher Body Corporation is expanding its Detroit facilities, 
thereby assuring your Corporation an adequate supply of bodies, 
particularly of the closed type, demand for which is increasing rapidly. 
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The item ‘“‘Notes Payable Account Fisher Body Corporation Stock 
Purchase,” shown on the Balance Sheet, represents the balance due on 
account of this purchase and matures over a period of five years. The 
total cost ($27,600,000) of the above stock is included in Investments. 


FARM AND HomE LIGHTING SYSTEMS 


The acquisition of the Domestic Engineering Company, Dayton, 
Ohio, now known as the Delco-Light Company, adds a new line to the 
Corporation’s activities—the manufacture of complete farm and home 
electric light and power plants. The enlargement of facilities now under 
way will give this Company approximately double its present capacity 
when completed. 


IcELESS REFRIGERATORS 


Early in the year your Corporation acquired the Guardian Frig- 
erator Company, Detroit, Michigan, now known as the Frigidaire 
Corporation, which manufactures a line of mechanical domestic refrig- 
erators. This Division is showing a healthy growth, and the desirability 
of its product assures a profitable future. 


GENERAL Motors Export COMPANY 


The cessation of hostilities in Europe, after the production of motor 
cars for civilian purposes had been suspended for practically four years, 
provided an unusually active market, and the export business of your 
Corporation made notable strides during the year. A largely increased 
allotment of production for export has been made in order to more nearly 
meet the pressing foreign demand for your products. 


GENERAL Motors ACCEPTANCE CORPORATION 


Early in the year the General Motors Acceptance Corporation was 
organized to assist dealers in financing their purchase of General Motors’ 
products, and also to finance, to some extent, retail sales. The gross 


business done by this Corporation in 1919 exceeded $20,000,000.00. 


HousInG FACILITIES FOR EMPLOYES 


The extension of manufacturing facilities entailed a large increase 
in the number of employes, and at those points where it was impossible 
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to provide housing facilities to meet this increase by any other means 
the Corporation erected a large number of houses, which were sold t 
employes at cost, less a liberal allowance in recognition of present 
inflated construction cost. 


ADMINISTRATION BUILDING 





The rapid growth of your Corporation made it necessary to provid 
suitable executive quarters in Detroit. There was begun the construction 
of an office building which will furnish ample accommodations for the 
needs of the Corporation and its allied interests for many years. Up t 
December 31st, the sum of $4,219,313.24 had been expended on account 
of this project, and is shown in Investments. 


Bonus PLAN 


Under the bonus plan adopted in 1918, there was awarded to 6,450 
employes, 14,088 shares 7% debenture stock and 214,659 shares of no 
par value common stock. 














EMPLOYES SAVINGS AND INVESTMENT PLAN 


During the year the Corporation established an Employes Savings 
Plan under which employes have the privilege of paying into an interest 
bearing Savings Fund a limited portion of their wage or salary. The 
amount so paid in by employes is duplicated by the Corporation paying 
a like amount into an Employes Investment Fund, which Fund is in- 
vested in securities selected by the Board of Directors. The principal 
and earnings of the Investment Fund are credited to employes over a 
period of years. While this plan was not fully in operation until the 
middle of 1919, there was a net amount in the Savings Fund of 
$2,099,283.61 at the end of the year. The amount paid by your Corpora- 
tion into the Investment Fund was invested in 7,758 shares of $100 par 
value common stock of the Corporation. Out of the 62,297 employes 
eligible to participate in this plan, 33,641 have already taken advantage 
of its provisions. 













DIVIDENDS 


The preferred and debenture dividends have been paid during the 
year at the full rate of 6%. Regular dividends of 3% quarterly were 
also paid on the common stock during the year. 
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THE OUTLOOK 


Ihe year just closed, notwithstanding the difficulty experienced in 
uring certain materials and the shortage of freight cars for shipping 
ur product, was the most successful in the history of the Corporation. 


There is no diminution in the demand for your product, the number 
f passenger cars, trucks and tractors sold for the first quarter of 1920 
to March 3lst being 119,779, as compared with 82,456 for the corres- 
ponding period of the previous year, an increase of 45.2%. The net 
profits for this period, before deducting Federal Taxes, are estimated 


4t upwards of $26,500,000.00. 


Your directors take pleasure in acknowledging their high appreci- 
ation of the loyalty and efficiency of your officers and employes. 


By order of the Board of Directors. 


W. C. DURANT, 


President. 
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Statement 1 


4S OF DECEMBER 31, 1919 


ASSETS 


Permanent Investment 


Real estate, plants a 
Less 


id equipment 


reserve for dey 


preciatior 


vestments in allied and accessories companies 
irrent and Working Assets 
Cash in banks and on hand 
United States Government Bonds 
Marketable securities 
Sight dr fts against B-L attached 
Due from United States Governmenton warcontracts 
Notes($1,776,104.31 in 1919) and accounts receivable 


Inventories at cost or less 
Total Current and Working Asset 
Jeferre xpe 


LIABILITIES 


ed $500,000.000) issued 


Le treasury of Gencral Motors Cx rporation 
ee a 
In hands of public 
Preferred stock (authorized $20,000,000) issued 
Less: in treasury of General Motors Corporation 


In hands of public 


Common stock (authorized $500,000,000) issued 


Less: in treasury of General Motors Corporation 
In hands of public 
Total in hands of public 
B nus stc ck awarded 
Purchase Money Bonds 
Notes payable, account Fisher Body Corp. stock 
purchase 


Outstanding Capital Stock and surplus of subsidiary 


companies, being the proportion not owned by 
General Motors Corporat 


Capital Stock 


Surp 


A unts payable 
Notes 


Taxes, 


payable 


ndries accrued not duc 


pay rolls and s 
Total Current Liabilities 

Reserves: 

of Dividend on Pre- 


For two m nths’ prop rtion 
and Debenture stock, payable Feb. 1 


ferred 


For Federal taxes and extra nary expenditures 
For sundry continge 
Tota 
Sur 
Tota 


ANTITRUST 


CONDENSED COMPARATIVE CONSOLIDATED BALANCE SHEET 
or GENERAL Motors CORPORATION AND SUBSIDIARY COMPANIES 
AND 1918 


DeceMBER 31,1919 December 31,1918 


$176,888 467.00 

23,084,824.58 
$153,803,642.42 
$ 53,398,491.26 





$48,231,200.04 
213,218.49 
989,448.36 
10,945 ,061.06 
304,334.80 
26,444,871.05 
128,696,651.70 
$215,824,785.56 
$ 3,301,712.82 
$ 20,323,888.81 
$446.652.520.81 





$ 72,771,800.00 
4,432,500.00 
$ 68,339,300.00 


LAWS 






















$ 86,818,414.51 
10,061 ,983.38 


8 76,756,431.13 
$_2,839,531.23 











$ 30,636,621.48 
28,852,018.00 
172,304.86 
3,316,384.90 
7,305 626.76 
21,995,359.50 
91,137,512.59 
$183,415,828.09 


$ 762,651.85 
$ 35,714,893.43 
$299 489,335.73 




































$ 30,756,300.00 
1,581,000.00 


$ 29,175,300.00 










$ 16,957,000.00 





$ 16,957,000.00 
$156,991,900.00 
3,580,900.00 
$153,411,000.00 
"$238,707,300.00 
$ 7,848,570.00 


“$150,000.00 











$ 21,840,000.00 


$ 1,163,077.19 
422,266.38 





$ 19,684,300.00 
13,300.00 
671,000.00 
1,301,100.00 
3,921,200.00 
“$147,379,900.00 


$196,226,200.00 





c 





1 
5 


$1 















$ 225,000.00 

















$ 2,960,400.83 
427,754.20 








$ 1,585,343.57 


$ 37,846,313.36 
6,812,318.68 
11,521,770.64 


$ 56,180,402.68 


$ 889,882.00 
36,262,472.70 
4.546,652.54 








$ 3,388,155.03 











$ 18,453,316.99 
10,802,154.11 
3,769,865.29 
3 33,025,336.39 








$ 488,463.00 
25,863 ,823.23 
3,863 420.65 


$ 30,215,706.88 









$ 41,699.007.24 
$ 78,641.897.32 


$446,652,520.81 





$ 36,408,937.43 


$299, 489,335.73 
Seo 
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IncomE ACCOUNT 


Net profits for year after deducting all expenses of 
manufacture (including maintenance), selling and 
administration, as well as ordinary taxes, in- 
surance, depreciation ($6,656,359.03 in 1919) of 
plant and equipment, employes’ bonus stock, 
employes’ investment fund and allowances t 
employes on houses 

Less: Provision for Federal taxes and extraordinary 


expenditures 


General Motors Corporation pr 


portion thereof 


r 
Preferred dividends for 12 months at rate of 6% 


Debenture dividends for 12 months at rate of 6' 


Undivided profits 


Statement 3 


PROFIT AND Loss Ac«¢ 





Profit a Surplus at the beginning of the year 
Add undiv profits per Income Account above 
Additions through acquisition of properties and 
her adjustments 
I Cash Dividends paid on common stock 
Februa 1—3° 
Ma i—3 
August I—5%, 
November 1—3° 
Pr 2 s December 31 


te— The net k value real estate. pla equipm: was 


ANTITRUST LAWS 


Year Envep 
Dec. 31, 1919 


$90.517.519.38 


30,000 000.00 
$60,517,519 3k 
$60,005 484.49 
$ 1.032.376.00 

3, 180,136.60 
$ 4,212.512.60 


$55.792.971.89 


OUNT 


Year EnpDep 
Dec 1, 1919 


$ 36.408 937.43 


971.89 


3.764,529.00 


ro: 2) 29 
$9 166.458 52 


* 


4,431,438.00 
4,028,001.00 
4,215,147.00 
4.649.955.00 
7.324,541.00 


$78,641,897.32 


$1 


the resu { appraisals made. and good-will correspondently reduced. (Sec page 10 of report 


Year Envep 
Dec. 31, 1918 


- 
nn 
” 
= 
n 
4 
+ 


20.113,548.19 


$15,391,028.22 


$14,825,530.19 
$ 1,180.901.00 

739,566.00 
$ 1,.920,467.00 
$12,905 063 19 


Year Enver 
Dex 191 
$11,508,392.57 


12.905 .063.19 


$47 646,247.43 
$ 2,292,150.00 
2,292,567.00 


3.205.704.00 


$46,889.00 


~ $11,237,310.00 


$36,408 937.43 
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WALTER W POLLOCK 


PRES WO GEN. Hen 


CHARLES C STRPAWBRIDGEs 
Co ORE OEM 
JOHN WEST 


AECY AMO TREAD. 


Orrice AT CLEVELAND 


VE OFFICE AT PRHILAOCLPHIA 


, May 1, 1919. 


CORPORATION, 


MANUFACTURERS APPRAISAL COMPANY 
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pane HASKINS & SELLS SAN FRANCISCO 


DETROIT LOS ANGELES 
SAINT Lou!IS CERTIFIED PUBLIC ACCOUNTANTS NEW ORLEANS 


SEATTLE 
CLEVELAND CABLE ADORESS “HASKSELLS” DENVER 


ATLANTA 
oe emma 30 BROAD STREET WATERTOWN 


LONDON 
NEW YORK 


GENERAL Motors CORPORATION, 


Detroit, Michigan. 


We have audited your general accounts and those of your sub- 
sidiary manufacturing companies for the year ended December 31, 1919, 
and, subject to our not having examined the minutes of your governing 


be dies, 


WE HEREBY CERTIFY that, in our opinion, the accompany- 


ing Condensed Consolidated Balance Sheet, December 31, 1919, and 
related Summaries of Income and Profit and Loss for the year ended 
that date, are correct. 


HASKINS & SELLS. 


New York, 
April 6, 1920. 
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REPORT TO THE STOCKHOLDERS 
OI 
GENERAL MOTORS CORPORATION 


For the Fiscal Year ended December 31, 1920 


Detroit, Micuican, Marcu 26, 1921. 
tHE STOCKHOLDERS: 


The annual report for 1920 of the General Motors Corporation 

1 be incomplete without a brief review of the history of the auto- 
ile during past years, as the progress of those years may prove an 
ex of future development. 


HISTORICAI 


lhe automobile industry is new in every sense. Records show that 


first garage for the storage and repair of motor cars was opened in 
n, Massachusetts, in the Spring of 1899. In that year the invest- 
the industry was $5,768,000, with a production of 3,700 cars; 
1919 the investment was estimated at $1,800,000,000, and the 
oduction at 1,974,300, a three hundred fold growth in capital during 


* twenty years and a five hundred fold increase in cars manufactured. 
‘number of persons employed in 1899 is not available, but in 1904 
re were 13,333 employes, with annual wages of $8,416,000. In 1919 
e number of employes had risen to 651,450 and salaries and wages to 
$813,713,000. The value of the 1899 production of cars was $4,750,000, 
1 that of 1920 was $2,136,183,000. ‘The importance of the industry 
wn by comparison with the value of the annual production of other 

os: Sear 


Petroleum (1919) $775,000,000 
Pig iron (1919). a 809,246,000 
Cotton and cotton seed (1920) . 1,064,827 ,000 
Wheat (1920) 1,140,000,000 
Metallic minerals (1919) 1,372,770,000 
Building expenditure (1920) 1,386,000,000 
Hay (1920) 1,809,000,000 
Bituminous and anthracite coal (1918) 1,857,480,000 
Men and women’s clothing (1918) 1,966,729,000 
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It is estimated that there are now 9,211,295 automobiles registe: 
in the United States. These vehicles are serviced by 178,000 dealers. 
charging stations, garages and repair shops. The total registration and 
driver’s license fees paid in the United States in 1920 were over $81,000,000 
The States and Counties of the United States have recently authorized 
$635 ,000,000 bonds for road construction, $391,000,000 bonds are passing 
through process of authorization, and the Federal Government has app: 

priated $200,000,000 toward road construction, making an available fund 
of over $1,200,000,000 for this purpose. When one realizes that the moto: 
industry started not more than twenty years ago, the position now occupied 
is a great tribute to its stability and worth, and warrants the expectatior 


that it will soon be firmly established as one of the greatest factors 
economic development. 


The history of the General Motors Corporation parallels, in a genera 
way, the greater development. While complcte annual reports were not 
issued until the year 1912, the comparison of the corporation’s state- 
ment as of the 31st of July of that year with the statement of December 
31st, 1920, after a lapse of eight and one-half vears, sufficiently reveals the 
great progress that has been made. Thus we find the following compara- 
tive items: 























1920 1912 
Net Working Capital .$144,632,706 $20,666,865 
Capital Expenditures charged to 
Plants and Investments 79,008,217 2,124,185 
Fixed Assets in Plants.. 248,788,765 19,280,888 
Miscellaneous Investments 67,985,100 560,500 
Goodwill and Patents 22,414,818 9,805,634 








The corporation has not grown by the issue of securities only, for 
juring the period from 1912 to 1920, there has been invested out of earn- 
ngs $128,070,238, as shown in the table on page 9, and the corporation 
has received in cash through sale of securities, largely on stockholders’ 
rights, $130,826,635, a total cash capital paid in of $258,896,873. It is 
encouraging that the accumulated earnings and the cash subscriptions of 
new investors have added so largely to the corporation’s development, 
showing on the one hand strength in earning capacity, and on the other faith 
of the investing public in the stability and prospects of the industry. 


The growth of the business of the corporation is further reflected in 
the increased production of cars and trucks. In the year ending Jul) 
31st, 1912, 50,070 units were produced. In the year 1920, 401,610 units. 
The increase in number of employes is another indication of growth. At 
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he height of the manufacturing season of 1911, 11,474 were employed in 
he factories. In the season of 1912, this had risen to 16,984. In the 


eight of the manufacturing season of 1920 the total employes had risen 
97,376. 


‘This comparison of the annual production of car and truck units and 
number of employes is of interest. Although the amount of labor per car 
has undoubtedly decreased, the large proportionate increase in the number 

f employes reflects the added stability of the corporation brought about 

the manufacture of many of the parts and accessories that were for- 
merly purchased in the general market. On the latter point the General 
\fotors Corporation has made distinct and valuable progress. 


THE PRESENT POSITION 


While in the year 1912 few of the component parts of the automobile 
were made by the various divisions, in the year 1920 all of the engines 
ised in the corporation’s cars were produced in its own factories and 
through the organization and development of the Central Axle Divi- 
sion, Central Forge Division, Central Gear Division, Central Products 
Division, Michigan Crank Shaft Division, Muncie Products Division, 
Northway Motor and Manufacturing Division, Saginaw Malleable Iron 
Company, Saginaw Products Division, Jaxon Steel Products Division and 
Lancaster Steel Products Corporation, well-nigh complete facilities in these 
pecial lines of manufacture have become an integral part of the corpora- 
tion; and through ownership of the Harrison Radiator Corporation, Day- 
ton Engineering Laboratories Company, Hyatt Roller Bearings Division, 
Klaxon Company, New Departure Manufacturing Company, Remy Elec- 
tric Division, Champion Ignition Company, General Motors Corporation 
s the producer of the greater part of its requirements of accessories. In 
the year 1919 a controlling interest was acquired in the Fisher Body Cor- 
poration, the largest manufacturers of high-grade automobile bodies. This 
ompany is fully equipped, not only for the construction of bodies but 
also for components thereof, such as plate glass and hardware specialties. 


he Fisher Body Corporation is about to commence operations in its new 
factory at Cleveland, Ohio. 


It is not possible to state accurately the percentage of the parts of an 
1utomobile manufactured by General Motors Corporation, but the field 
has been developed to insure an ample supply. Such additional quantities 
as may be needed can be purchased to advantage, so that no further sub- 


tantial investment in facilities for the manufacture of parts will be neces- 
ary at a nearby date, 





4216 STUDY OF THE ANTITRUST LAWS 


The officers and directors of the corporation have thought it unwise 
to undertake the production of materials that do not relate largely to the 
automobile. ‘Thus: a comparatively small portion of the total tires pro- 
duced are consumed by the automobile manufacturer, the larger per- 
centage being sold directly to users of cars for replacement purposes; the 
greater part of the production of sheets and other forms of steel is con- 
sumed by trades other than the automotive industry; therefore invest- 
ment in these fields has not been made. By the pursuit of this policy, 
General Motors Corporation has become firmly entrenched in lines that 
relate directly to the construction of the car, truck or tractor, but has not 
invested in general industries of. which a comparatively small part of the 
product is consumed in the manufacture of cars. 


The rapid development of the industry has called for equally rapid 
changes in the character of manufacturing plants, but by constant rein- 
vestment and rebuilding, the General Motors Corporation has kept well 
in advance and its factories may now be considered in satisfactory condi- 
tion. The great plant of the Cadillac Division, in Detroit, which will be 
fully occupied in the summer of 1921, is the last large item of reconstruc- 
tion to be finished. There still remain several small and somewhat anti- 
quated plants that have been relegated to minor manufacturing or assem- 
bly purposes, but these items are of little consequence and may be aban- 
doned at a not distant date. 


Constant change has necessitated careful study of customers’ de- 
mands and possible improvement in the character of product. In addition 
to the studies conducted by the individual manufacturing divisions of the 
corporation, there has been organized and established at Dayton the Gen- 
eral Motors Research Corporation with complete organization and facilities 
for systematic experimentation. ‘The corporation has thereby insured the 
proper checking of all developments of the several divisions and has made 
possible independent research and study of the problems of the industry, 
abstract from the routine of manufacturing. While this laboratory work 
is in its infancy, important developments that promise to add materially 
to the strength of the corporation’s position are already under way. 


The growth of business has necessitated repeated enlargement of 
office force and office facilities, finally culminating in the acquisition of 
the General Motors Building at the corner of Broadway and 57th Street, 
New York City, and the erection of the General Motors Building, covering 
the entire block bounded by Grand Boulevard West, Cass Avenue, Mil- 
waukee Avenue and Second Boulevard, in Detroit, Michigan, which is 
practically completed. The interior of one-half of the building is near 
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income was $93,150,308, from which, however, there has been de- 
ted $47,766,787 to cover various items, including Federal taxes, to 

rite down inventories, for depreciation of plants, and for amounts written 

# in connection with operations conducted by the corporation pursuant 
its policy of assisting employes to buy and own their own homes. The 

t profits, after these charges were made, were $45,383,521. In addi- 
n to the above-mentioned deductions, reserves previously set up were 

tilized, with a view to providing for all contingencies and towards writing 

wn the values of inventories and other accounts to a level which is 
juestionably conservative. 


INVENTORIES 


lhe motor car business, in common with other lines of manufacture, 
iffered acutely from the conditions which obtained during the last four 
nths of the year. The demand for the corporation’s products, which 
had been very urgent during the first part of the year, was sharply cur- 
iled in September. Inventories reached their peak about the middle of 
ctober, but during the ensuing ten weeks, to December 3lst, the cor- 
oration was able, notwithstanding shrinkage in sales, to effect a net 
‘duction in inventories of approximately $25,000,000. In addition, inven- 
ries were further reduced by $25,776,112 at December 31, as a result of 
irging off all obsolete materials as well as adjusting values to cost or 
arket, whichever was the lower. 


SPECIAL RESERVE FOR UNFORESEEN CONTINGENCIES 


While all known losses and appropriate writedowns of inventories 

ave been taken care of in closing the books as of December 31, 1920, 

nevertheless it has been deemed advisable to set up a special reserve of 

$7,500,000 to take care of possible losses in respect to outstanding com- 

tments for materials undelivered and for other unforeseen contingencies. 

his item is applied as a special charge against earnings of the year 
1920 and appears in the statement of income following. 


INVESTMENTS IN ALLIED AND ACCESSORIES COMPANIES, E1c. 


Included in investments, totalling $67,985,100 on the balance sheet, 
are the corporation’s holdings in the following companies: 


Bearings Service Company Detroit, Michigan 
Brown-Lipe-Chapin Company Syracuse, New York 
Doehler Die Casting Company Brooklyn, New York 
Fisher Body Corporation 


Detroit, Michigan 
General Leather Company 


Newark, New Jersey 
General Motors Acceptance Corporation. .New York, New York 
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It is 


tended that the interior of the other half of the building will be finished 
as the expansion needs of the corporation demand additional space, | 
it may be finished sooner and rented temporarily to other tenants. 


Rapid increase in production has also necessitated the building of 


houses for the accommodation of factory employes, notably at Flint and 


Pontiac, 


Michigan; Janesville, Wisconsin; and Walkerville and Oshawa, 


Canada. ‘Vhese houses are being sold to employes, as the corporation dox 


not intend to carry the investment longer than necessary and alread; 


= —7¢ 


/6./ 


1} 
‘ been SOLd 


‘The progress of the earning power of the corporation’s properti 


and the disposition of the resulting cash is of interest, and follows: 


1920 
1919 


General Motors Proportion 


f the 
Net Earnings 
Before 
Federal Taxes 


$47,248,382 
91,182,222 


1918" 
1917 
1917 
1916 
1915 
1914 
1913 
1912 


8 1 to 12/31) 


$2 


to 1YI7 are 


ness to Tubs 


DISTRIBUTION OF 


35,285,597 
17,145,156 
28,840,038 
28,812,288 
14,796,690 
8 042 861 
8,541,494 
5,108,557 
85.003 ,285 


Federal 


‘Taxes 
$3,894,000 
30,000,000 
20,113,548 

2,848,574 
4,053,316 


$60,909 438 


Interest 
and 
Dividends 


$29,117,722 
22,713,792 
13,504,296 
2,788,189 
8,485,072 
11,801,850 
1,387,851 
1,841,806 
2,130,557 
2,252,474 


Retained 
n 


Busine 5 
$14,236,660) 
38,468 430 
1,667,753 
11,508,393 
16,301,650 
17,010,438 
13,408 839 
6,201,055 
6,410,937 
2,856,083 


$96,023,609 $128,070,238 


fiscal years ending July 31, vears 1918, 1919 and 1920 are calendar vears 


41, 1917, were capitalized in 1917 through the issue of comn 


STOCK OF THE CORPORATION 


‘The following statistics in regard to the number of stockholders are of 
g 


First 
Quarter 


1,927 
3,918 
8,012 
24,148 


1919 
1920 


Second 
Quarter 


Third 
Quarter 


2,669 
3,615 
12,358 
31,029 


Fourth 
Quarter 


2,920 
4,739 
18,214 
36,894 


The net sales of the corporation for the year 1920 were $567,320,603, 
being an increase of $57,643,909 over sales of the preceding year. The 
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CONSTRUCTION 


The construction program, inaugurated in recent years, was about 

mpleted during the year 1920 by the expenditure of approximately 

$79,161,951. There remains for expenditure during the year 1921, the 

m of $10,619,521, on authorized appropriations or approved projects, 

ch will complete the building program. No further large appropria- 
for construction are needed in the near future. 


DIVIDENDS 


Che regular dividends on the preferred and debenture stock have 
paid during the year and also $1.05 in cash and three-fortieths 
ares in stock to each outstanding share of General Motors Corporation 


mmon stock. A detailed record of the quarterly dividend payments 
1920 is as follows: 


Common Stock Stock of Record 


mMON Stock ($100 par value): 


$3.00 Quarterly 7 Dec. 31, 1919 
2.50 14 share Final L. Apr. 5, 1920 


MMON STOCK (no par value): 


$0.25 1/40 share Initial r J, 1920 Apr. 


1/40 share Quarterly Aug. 1920 Jul. 
1/40 share Quarterly : 1920 Oct. 


PREFERRED STOCK: 


Quarterly 
Quarterly 
Quarterly 
Quarterly 


DEBENTURE STOCK: 


$1.50 Quarterly , 1920 


Quarterly r 3, 1920 
1.50 Quarterly . 2, 1920 
1.50 Quarterly . 1, 1920 


1.50 


DEBENTURE STOCK: 
$1.75 Initial r koe 
Quarterly . 2, 1920 
1.75 Quarterly 1920 


+ 9° 
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Bonus PLAN 


Under the Bonus Plan of the corporation there was available $1,558 
distribution for the year 1920 which will be invested in 7% di 

ure and common stock of the corporation. The amount of award 

e year 1920 has not yet been determined, and therefore is not avai 
publication in this report. 


EMPLOYES’ SAVINGS AND INVESTMENT PLAN 


nder the Employes’ Savings and Investment Plan, established by 
rporation, $4,500,505 was contributed by the employes during tt 
year 1920, making a total for the two years during which the pla: 
1as been in operation of $6,750,450. The interest on the above contribu 
tions has been $198,572, making a total fund of $6,949,022. Of thi 
$463,410 has been applied against housing contracts and $2,408,242 
has been withdrawn, leaving a net fund of $4,077,370. The amount 
ntributed during the two years to the Savings and Investment Plan by 
the corporation stood on December 31st at 146,134 39/40 shares of stock 
and $3,058,110 in cash. These amounts include the income on the 
fund and deductions on account of death benefits paid. 


‘THE OUTLOOK 


In the early months of the year 1920 there was promise of increasing 
annual sales and net profits. As stated above, the volume of sales reached 


this expectation notwithstanding the sudden diminution of business dur- 


ing the latter quarter of the year, but the net profits fell somewhat short 
f the previous year’s record, although far in excess of any other year of 
the corporation’s history. The dullness of the latter months of 1920 has 
continued during the early months of 1921, but as this report goes to press 
there is evidence that the year will show a substantial recovery and a rea- 


onably satisfactory business with foundation well laid for future prosperity 
he efficiency and loyalty of the officers and employes of the corpora 


t 


has been maintained throughout the year and it is appropriate to 
acknowledge the appreciation of the Directors and bespeak for the corpo- 
ration earnest effort during the year 1921. 


By Order of the Board of Directors, 


PIERRE S. pu Pont, 


President. 
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CONDENSED COMPARATIVE CONSOLIDATED BALANCE SHEET 


oF GENERAL Motors CORPORATION AND SUBSIDIARY COMPANIES 
AS OF DECEMBER 31, 1920 anp 1919 


ASSETS 


Cash in banks and on hand 
United States Government Bonds 
Marketable securities 
Sight drafts against B/L attached 
Due from United States Government on war contracts 
Notes receivable 
Accounts receivable, customers and others 
Inventories at cost or less 
Prepaid expenses 
Total Current Assets. . .* 


Investments in allied and accessory companies, etc 
Real estate, plants and equipment 

Deferred expenses 

Goodwill, patents, copyrights, etc 


Torat Assets 


LIABILITIES, RESERVES AND CAPITAL 


Accounts payable and trade acceptances 

Notes payable 

Taxes, payrolls, and sundries accrued not due 

Accrued dividends on Preferred and Debenture Stock, 
payable February 1 

Total Current Liabilities 

Purchase Money Bonds 

Purchase Money Notes, account Fisher Body Corporation 
stock purchase 


Reserve for depreciation of real estate, plants and equip- 
ment 
Reserve for employes’ investment fund and sundry 
contingencies 
Reserve for Federal taxes and extraordinary expenses 
Reserve for bonus to emploves 
Special reserve for unforeseen contingencies 
Total Reserves 
Capital Stock: 
Debenture Stock 7°% 
Debenture Stock 6°; 
Preferred Stock 6% 
Common Stock, no par value 
20,284,580 21/40ths shares issued 
and outstanding at $10 pershare $202,845 ,805.25 
254,764 shares held in reserve ac- 
count of subscriptions not fully 
paid, at $10 per share 
Common Stock ($100 par valuc) 
Total Capital Stock 
Bonus Stock awarded 


2.547,640.00 


Interest of minority stockholders in subsidiary companies, 
with respect to capital and surplus 


Dec. 31, 1920 


$ 47,608,949.90 


41,262.21 
34,096.31 

9 534,264.37 
13,449,376.90 
22,091,095.33 
164,684,678.72 
1,891,854.06 


’ 


$259,335.577.80 


$ 67,985,100 31 


248,788,765 63 
6,282,606.27 
22,414,818.11 


"$604, 806,868.12 


30, 140,278.35 
72,421,451.45 
11,122,197.78 


1,018 943.73 


$114,702,871.31 


1,629,070.14 


9,840,000.00 


11,469,070.14 
33,285 988.04 
5,123,100.01 
4,942,116.42 
1,558 950.87 
7,500,000.00 
52,410,155.34 


25,153,500.00 
56,366,900.00 
16,183,400.00 


205,393,445.25 
239,500.00 


é 


1,614,809.08 


Dec. 31, 1919 


& 48,.231,200.04 


213,218.49 
989 448.36 
10,945 061.06 
304,334.80 
.776,104.31 
24,668 .766.74 
128,696,651.70 
582,355.64 


F216.407 141.14 
$ 53,398,491.26 


176,888,467.00 
2,719,357.18 
20,323,888.81 


“$253,330,204.25 
$469,737.345.39 


$ 37,846,313.36 


6,812,318.68 
11,521,770.64 


$89,882.00 
37.070.284.68 
150,000.00 


21,840,000.00 
21,990.000.00 


23,084.824.58 
4,041,072 69 


36,262,472.70 
505,579.85 


63,893,949 82 


68 339,300.00 
16,957,000.00 


153,411.000.00 
$238.707.300.00 
7.848.570 00 


1,585,343.57 


121,273,217.00* 
$426.224.771.33 
$604 806,868.12 


Surplus 
Total Capital Stock and Surplus 


78.641 897.32 


Torat LIABILITIES, RESERVES AND CAPITAL 


Note—1T corporation had a contingent liability of B1,416,333.11 December 31, 1920, on ac f wght drafts discounte 


*Included in this « nt ering paid in sury ' . the issuance b for cosh and { 
{pr tes 
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INCOME 


Net earnings for year before deducting interest, but 
after all expenses of manufacturing (including 
maintenance), selling and administration, as 
well as ordinary taxes, insurance, depreciation 
($10, 388,245.17 in 1920) of plant and equipment 

Less: Provision for employes’ bonus 

Provision for employes’ investment fund 


Interest on notes and trade acceptances 


Less: Special write-offs and write-down of inventory 


in excess of reserves available set up in pre- 
vious years 


Employes’ housing development 


Less: Provision for Federal taxes and extraordinary 


expenditures 


Less: Special reserve for unforeseen contingencies 


Genera! Motors Corporation proportion thereof 


Debenture dividends at rate of 7% 
Debenture dividends at rate of 6% 


Preferred dividends at rate of 6% 
Amount earned 


on Common Stock 
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AccouNT 


Year I npED 
Dec. 31, 1920 


$ 82,762,063.38 


$ 1,488,558.48 
4,502,185.00 
5 604,006.47 


$ 11,594,749.95 


“$ 71,167,313.43 


$ 18,502,188.43 
3,387 ,603.42 


“$ 21,889,791.85 


$ 49,277,521.58 





3,894,000.00 
$ 45,383,521.58 

7,500,000.00 
$ 37,883,521.58 
$ 37,750,375.01 
$ 1,476,721.11 

3,169,957.00 

973,748.00 
$ 5,620,426.11 
$ 32.129,948.90 











SurpLus Accoun' 


Surplus at the beginning of the year 


Additions through acquisition of properties and other 
adjustments 

Addition arising through adjustment of no par value 
common stock outstanding to a basis of $10.00 a 
share 

Addition arising from sale of 
of $10.00 a share 


common stock in excess 


Amount earned on common stock as per income ac- 
count above 


Less: Cash dividends paid on common stock 


February 1, 1920—3% 

May 1, 1920—$0.25 share on no par value 
August 1, 1920 .25 share on no par value. 
November 1, 1920 25 share on no par value. 


Stock dividends paid on common stock 
May 1. 1920—21%% 
August 1, 1920—-2%% 


November 1, 1920—214% 


Surplus, December 31 


Year |.NDED 
Dec. 31. 


$ 78,641 ,897.32 


7,625 ,180.00 
33,709,915.23 


32,129,948.90 
$152,106,941.45 





$ 4,734,923.60 
4,149,015.3 
4,449,353.2 
4,559,997.00 


5 
5 


3,931 ,086.5 
4.449 348.2 
4,560,000.50 
$ 30,833,724.45 
$121,273,217.00 


U 
5 





Year I npKo 
Dec. tl, 1919 


$103,667 699.59 


$ 8,025,939.85 
1,935,391.61 
1,176,737.62 


$ 11,138,069.08 


$ 92,529,630.51 


SS 
$ 2,012,111.13 


$ 90,517,519.38 





___30,000,000.00 
$ 60,517,519.38 
$ 60,517,519.38 
% 60,005.484.49 


$ 3,180,136.60 
1 032,376.00 


$ 4,212,512.60 


$ 55,792,971.89 





Year | NpED 
Dec. 31, 1919 


$ 36,408,937.43 


3,764.529.00 


$ 4,431,438.00 
4.028,001.00 
4,215,147.00 
4,649,955.00 


$ 17,324,541.00 
$ 78.641 ,897.32 
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MENT OF REcEIPIS FROM ALL SOURCES AND DispositrioN THEREOF FOR 
THE THREE YEARS 1918 to 1920 INcLUsiVE 





RECEIPIS 
as per me account $175,299,616 
ames 21,660,948 
12,849,498 $209.8 10,062 
miscellaneous reserves 8,266,702 
from operations $201.543.360 
' f common stock $ 98.494.835 
ceeds from sale of 6% debenture stock 25,425,000 
ale of 7% debenture stock 10,998 700 
$134,918.535 
| Pur ase of debenture stock 4,091,900 130,826,635 
acquired and paid for in 
ck (at $10 a share $ 51,291,700 
Debe ck (par value) 41,248,200 
Value of such property in excess of foregoing amounts, 
4 ted for as paid in surplus 29,601 620 122,141.520 
A ited by corporation to Investment Fund $ 6,437,577 
a ts made by employes in Savings Fund 3,903.344 10,340,921 
ev notes issued in payment for common stock, 
Fisher Body ¢ poration 9.840.000 
aneous mortgage obligations assumed in purchase 
f properties 1.629.070 
Total to account for $476,321,506 
DISPOSITION 
Permanent vestment increased: 
Real estate, plant and equipment $198 505 S88 
vestment in allied and accessory companies 
General Motors Building Corporatior $ 13,082,521 
\ . . ' a ‘ 
\lodern Housing Corporation 11,161,523 
Fisher Body Corporation 27.651,311 
General Motors Acceptance Corporation 4,000,000 
General Leather Company 1,250,000 
Securities In escrow, covering optional purchase of 
meeigiert) 3,980,700 
Miscellaneous 4,828,771 65,954,826 
Goodwill, patents, ete., acquired in connection with = 
acquisition of properties 10,443,215 
Total increase in permanent investment $274.903.929 
expenses 5,656,722 
g Capital increased 
( and marketable securities % 27.563 662 
Sight drafts, notes and accounts receivable, inven- 
tor and prepaid expenses 151.267.784 
Total $178 831,446 
Increase in accounts and acceptances payable 
and accrued items 21,835,088 
Increase in notes payable 72.421.451 
' $ 94,256,539 
Increase in net working capita $4,574,907 
: I 3¢ ral taxes 47 274.7350 
j t preferred and debenture dividend 10,931,230 
me f common dividends 46,455,140 57,386,370 
t nder the Employes’ Investment Fund Plan 3.392.977 


nt to minority interests in subsidiaries and purchase 
{ minority interests 995,453 
bonus beneficiaries in cash and purchase of 

2.136.398 


$476,321.506 
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SALT “ORE ULBA 
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eurFALo PARis 
cCi~civna HAVANA 


NEW ORLEANS BHANGHAI 


GENERAL \fotors CORPORATION, 


Detroit, Michigan. 


We have audited your general accounts and those of your subsidiary 


manufacturing companies for the year ended December 31, 1920, and 
subject to our not having examined the minutes of your governing bodie 

WE HEREBY CERTIFY that, in our opinion, the accompanyir 
Condensed Consolidated Balance Sheet, December 31, 1920, and relat 


Summaries of Income and Surplus for the year ended that date, are corr 


HaAsKINS & SELLS. 


New York, 
March 30, 1921. 
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REPORT TO THE STOCKHOLDERS 


OF 


GENERAL MOTORS CORPORATION 


For the Fiscal Year ended December 31, 1921 


New York, N. Y., MARCH 26, 1922 


‘TO THE STOCKHOLDERS: 


Last year occasion was taken to call attention to the rapid growt! 
of the automobile industry and to compare the volume of sales for the 
year 1920 with the annual sales of other important products. At that 
time the country was on the eve of a period of depression and liquida- 
tion, the extent of which was beyond accurate prediction. The import- 
ance and stability of the automobile industry during such periods had 
not been tested, therefore the outcome of business for the year 1921 was 
looked upon with confidence, doubt or apprehension, according to the 
viewpoint of the individual making the forecast. It must be conceded 
that the industry as a whole has withstood the test remarkably well 


In the first place, the increase of registrations of automotive vehicles 
from 9,211,295 in 1920 to about 10,488,000 in 1921 (an increase of 13%) 
shows that the generally depressed conditions did not result in disuse of 
the automobile as a means of transportation. In fact, the number of 
cars in use actually increased in a period of rapidly declining values, 
unemployment and general business depression. Secondly, the value of 
automobiles produced, which stood at $2,233,000,000 in the banner 
year of 1920, decreased in 1921 to an estimated $1,222,000,000, or a 
decline of about 45°%. Thirdly, the number of cars and trucks produced 
fell from 2,205,000 to 1,680,000, or about 24%. Fourthly, the domestic 
consumption of gasoline for 1921 as reported by the Bureau of Mines 
was 4,506,706,000 gallons, an increase of 6% over 1920. 


The above facts emphasize the importance of the automobile and 
establish the automotive industry as a permanently important factor in 
the country’s development and activities. 
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SALES OF CARS, TRUCKS AND TRACTORS 


General Motors Corporation has held its share of business with 
respect to the medium and high-grade cars. As a whole, its proportionate 
volume is slightly less, due to the fact that it is not as large a producer of 

w-priced cars as of those of high and medium grade. The low-price 
field has naturally been the most active in depressed times; therefore, it 
; not surprising that General Motors Corporation shows a slight falling 
ff from the average of the industry. However, its maintenance of posi- 
tion in the field is considered satisfactory. 


Sales of passenger cars, commercial cars and tractors for the year 
1921 totalled 214,799, compared with 387,190 in 1920, 406,158 in 1919, 
246,834 in 1918 and 324,503 in 1917. 


REORGANIZATION OF DIVISIONS 


During the year 1921 it became apparent to the Executive Com- 
mittee that the operations of certain divisions were in conflict with newly 
formulated plans for conducting the business of the Corporation. Conse- 
quent changes and the reorganization of these divisions on the lines 
established have resulted in loss, not only in profits, but also through 
liquidation and scrapping of inventories and the abandonment of car, 
truck and tractor models not suited to the adopted rules for quality and 
performance. Some of these changes have been radical, but the Execu- 
tive Committee has faced the reorganization without fear and in full 
confidence that the future would thoroughly justify the complete read- 
justment of unsatisfactory conditions. 


It has been the effort of the officers of the Corporation to knit more 
closely its different divisions in order that the greatest benefit might 
result from the cooperative conduct of this large business. Much is left 
to be done, but the foundation for closer cooperation has been laid and 
benefits are already accruing. Systematic study has been given to the 
relations of the several divisions to each other and duplication or conflict 
of effort has been avoided. As a whole, much has been accomplished 


and many plans laid that will develop to the future advantage of the 
Corporation. 


FINANCIAL STATEMENT 


On account of these changes the financial statement for the year 
1921 is materially affected by the losses consequent to the reorganization 
of certain divisions, while the Profit and Loss Account resulting from the 
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conduct of the already properly organized divisions is considered a: 
reflecting the actual earning power of the Corporation during the yea: 
1921. The business of this latter year has been so exceptional in char- 
acter that it seems desirable to show as nearly as possible the earnings 
of the Corporation apart from entanglements of reorganization made 
necessary by faulty developments during past years; and with this in 
view there is included in this report on page 14 a supplemental state 
ment of Income Account similar to the one appearing in the preliminary 
report issued under date of March 4, 1922. 


If there is unfairness in the method of treatment accorded in this 
supplemental statement, it lies in failing to credit to the year 1921 any 
income from the important part of the Corporation’s assets that have 
been involved in the reorganization process. It would be too difficult to 
attempt to segregate reorganization items from those of current opera- 
tion in those divisions undergoing reorganization, so that the earning 
statement is made up without any advantage accruing to earnings from 
a large portion of the Corporation’s capital investment that in the future 
should produce substantial profits, even in times of depression. 


LIQUIDATION OF INVENTORIES 


In the last annual report attention was called to the large accumu- 
lation of inventories toward the end of the year 1920 and the liquidation 
that had been accomplished on January 1, 1921. This liquidation has 
gone steadily forward, so that inventories have been reduced from $164,- 
684,000 to $108,762,000 (a reduction of $55,922,000) during a period of 
comparatively small sales volume. ‘This liquidation has been accom- 
panied by reduction in payables as follows: 


Current accounts payable have been reduced...... $ 9,702,000 
Notes payable have been reduced................ 23,446,000 
Total reduction in current indebtedness. ..... . $33,148,000 


THE GENERAL Motors BUILDING 


Upon page 2 of this report is shown a picture-of the General 


Motors Building, the administration headquarters in Detroit, which was 
completed externally during 1920; the intetior of two only of the four 
wings was finished at that time and prepared for occupancy. During 
1921 various departments of the Corporation, and some of the subsidi- 
aries, were installed. 
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Early last fall it became evident that additional office space would 
be needed before long and it was decided to complete the interior of the 
remaining portion of the building and to rent such part as was not occu- 
pied for the Corporation’s purposes. Accordingly, in November, 1921, 
there was sold to S. W. Straus & Co., investment bankers, an issue of 
$12,000,000 General Motors Building Corporation first mortgage 7% 
serial bonds, maturing from 1922 to 1946, part of the proceeds to be used 
to complete the building, work on which is now well under way. 


The General Motors Building is the largest office building in the 
world, occupying a block approximately 504 feet by 322 feet. It is fifteen 
stories high, built in four wings, and is of steel frame construction, faced 
with Bedford limestone. The building contains 1,700 offices, each 15 feet 
by 20 feet, and has a capacity for 6,000 tenants. The total floor space is 
equivalent to 30 acres. 


The Laboratory Building attached at the rear of the main building 
is five stories in height, of reinforced concrete construction, faced with 
Bedford limestone. This Laboratory is designed for research work along 
mechanical, electrical and chemical engineering lines, and is now occu- 
pied by General Motors Corporation. 


SAVINGS AND INVESTMENT PLAN 


As part of its welfare program, the Corporation, in May, 1919, 
established a Savings and Investment Plan under which employes might 
deposit each year 10% of their wages—not to exceed $300 in any one 
year. Interest is credited semi-annually at 6% and employes may with- 
draw their deposits and interest at any time. Under this original plan 
the Corporation agreed that, if these deposits remained undisturbed for 


a period of five years, it would match dollar for dollar the deposits of 
the employes. 


The response by the employes to this opportunity for thrift has been 
extremely gratifying from the standpoint of the number of employes 


participating and the large amount of money deposited. A summary of 
the results follows: 


Accumulation 


Year Amount Amount of interest Net 
Ended Paid inby Paid in and income Aggregate Withdrawals Amount 
Dec. 31 Employes by Corp. from investment Receipts by Employes in Funds 
1921 $2.603,090 $2,162,565 $603,801 $5.369.456 —$2.376,157  $ 2,993,299 
1920 4.502.185 4,502,185 * 382 476 9 386.846 2,758,781 6,628,064 
1919 2.249.065 2.249.065 22,907 4.521.037 179.382 4.341.654 





$9.354.340 $8,913,815 $1,009,184 $19.277.339 = $5.314.320 = $13.963.017 


i ; ‘ ~-r on ? 
* Im additi nto this amount which was received in cash, there was also receized as a ‘0ck dividend 12,604 
39/40th shares of General Motors Corporation Common Stock 
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Improvements in the plan have naturally developed in three year 
operation. Accordingly, a study has been made, and an amended plan, 
adopted as of January 1, 1922, under which the Corporation’s contribu 
tion will be fifty cents for every dollar deposited by the employ: 
and remaining undisturbed for a period of five years. Deposits made 
prior to December 31, 1921, are not affected by the changes. 


NUMBER OF EMPLOYES 


The number of employes of the Corporation for the past few years 
has been as follows: 


1909 14,250 1913... . 20,042 ee 49,118 
1910 . .10,000 1914... xcesd eee 1919 ...:.; 82900 
1911 11,474 1915. esti, 1920. . 25,333 
1912 16,584 1916......25,666 1921... 35,931 


feds 1218o ey, 





These figures do not include the employes of the affliated companies. 


Bonus PLAN 


In order to induce employes of exceptional merit to remain with the 
Corporation for a period of years, a bonus plan was adopted in 1918. 
The Corporation each year, after deducting from net earnings 6% on 
the capital employed in business, sets aside 10% from its net earnings, 
and this amount is placed in a bonus fund to be invested in Common 
stock and 7°% Debenture stock of the Corporation. At the end of each 
year employes of merit are awarded bonus in stock of the Corporation out 
of this fund. The stock is held in trust for a period of five years, then 
delivered to the employe free and clear. In the interim the employes 
receive the dividends paid. 


The awards made under the bonus plan have been as follows: 


Number Number Number Number 

Year Shares Employes Shares Employes 

Ended Common Receiving 7% Deb Receiving 
Dec. 31 Awarded Common Awarded 7% Deb. 
1920 119,482 3,241 6.339 3,370 
1919 214,659 1,722 14,191 4,729 
1918 261,460 2,279 wits 6m cian 


The experience gained during the actual operation of the plan indi- 
cates that it is desirable to make changes, and a committee has been 
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inted to study and make recommendations. On this account the 
peration of the bonus plan was suspended December 31, 1921, in respect 
f services rendered by employes subsequent to that date, pending the 
amendments to the plan to be adopted during the current year. Amend- 
ments to the plan will not affect awards heretofore made. 


NUMBER OF STOCKHOLDERS 


A comparison of the total number of stockholders of all classes by 
tera follows: 
larters IOLLOWS. 


Year Ended First Second Third 


Fourth 
Dec. 31 Quarter Quarter Quarter Quarter 
1917 1,927 2,525 2,669 2,920 
1918 3,918 3,737 3,615 4,739 
1919 8,012 12;523 12,358 18,214 
1920 24,148 *26,136 31,029 36,894 
1921 49,035 59,059 65,324 66,837 
1922 70,504 ees eee 


yee. 
er 


In January, 1920, stockholders authorized the exchange of one share of Common stock, par calue $100, for 
hare mmon stock without par value, the first exchange being made March 1, 1920 


DIVIDENDS 


lhe regular dividends on the Preferred and Debenture stocks have 
been paid during the year 1921 and $1.00 in cash on the Common stock. 
\ detailed record of the quarterly dividend payments during the vear 
° ended December 31, 1921, is as follows: 


S 6% 6% 7% 

F Common Preferred Debenture Debenture Date of Stock of 

I Stock Stock Stock Stock Payment Record 
h $0.25 $1.50 $1.50 $1.75 Feb. Ist Jan. 10th 
it 0.25 1.50 1.50 1.75 May 2nd Apr. 15th 
5. 0.25 1.50 1.50 1.75 Aug. Ist July 11th 
= 0.25 1.50 1.50 1.75 Nov. Ist Oct. 3rd 


Dividends on the Preferred and Debenture stocks have been paid 
regularly since the stocks were issued, as follows: The 6% Preferred has 
paid $1.50 a share quarterly, $6 a share a year since Feb. 1, 1917. The 
6% Debenture has paid $1.50 a share quarterly, $6 a share a year since 
Feb 


Feb. 1, 1919. The 7% Debenture has paid $1.75 a share quarterly, $7 a 
share a year since May 1, 1920. 


At the meeting of Directors held Jan. 4, 1922, there was declared 
the regular quarterly dividends upon the Preferred and Debenture stock 
payable Feb. 1, 1922; a dividend on the Common stock was not declared 
at that meeting, as the Directors thought it wise to conserve resources 


until earnings for the year 1922 have been established. 


o 
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THE OUTLOOK 


The outstanding feature in the report of operations for the year 192] 
is liquidation—liquidation forced by the sudden contraction of business 
to an abnormally low level throughout the United States, in face of 
declining values. The accomplishment of this liquidation in order], 
manner is a tribute to American industry and the officers and employes 
of General Motors Corporation are to be commended for their effective 
work in the liquidating program. The Corporation met the shock of 
abnormal retrenchment and stood it well. 


The outlook is now brighter. The year 1922 opens with inventory 
accounts reduced to current basis and old commitments provided for o: 
adjusted. The opening months of the year show substantial increase in 
demand and sales, not only with respect to corresponding months of 
1921, when business was nearly at a standstill, but also as to several 
of our divisions even in comparison with the record year of 1920. 


The officers of General Motors Corporation believe that recovery 
from the depression of 1921 is reasonably assured and look forward with 
greatest confidence to a successful business year in 1922. 

By Order of the Board of Directors, 
PIERRE S. DU PONT, 


President. 
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CONDENSED COMPARATIVE CONSOLIDATED BALANCE SHEET OF GENERAL 
Motors CORPORATION AND SUBSIDIARY MANUFACTURING AND RELATED 
SELLING COMPANIES AS OF DECEMBER 31, 1921 and 1920 


ASSETS 


Cash in banks and on hand ; 
United States Government Bonds... . 
Marketable securities. . . 
Sight drafts against B/L attached and C. O. D. 
Notes receivable 
Accounts receivable and trade acceptances, customers 
and others 
Inventories at cost or market, whichever is lower 
Prepaid expenses 
Total Current and Working Assets. .. ; 
Investments in allied and accessory companies, etc. 
General Motors Corporation Common and Debenture 
stock held in treasury. 
Real estate, plants and equipment. 
Deferred expenses 
Goodwill, patents, copyrights, etc. 


UO OI Ga nt Wheto ot sec anc 


LIABILITIES, RESERVES AND CAPITAL 


Accounts payable (and trade acceptances in 1920). ... 

Notes payable 

Taxes, payrolls and sundries accrued not due. 

Accrued dividends on Preferred and Debenture Stock, 
payable February 1 j avin ani 

Total Current Liabilities. .... 

Purchase Money Mortgages . 

Purchase Money Notes, account Fisher Body Corporation 
stock purchase ... sh okies ae 


Reserve for Seer of real estate, plants and 
equipment act arena ; 
Reserve for employes’ investment fund and sundry 

contingencies _ 

Reserve for Federal taxes. . 

Reserve for bonus to employes. 

Special reserve as of December 31, to cover anticipated 
losses and unforeseen contingencies pertaining to 
prior period, but not definitely ascertainable. . . 

Reserve for completion of office building. . . 

ei ere a eee 
Capital Stock: 
Debenture Stock 7% 
Debenture Stock 6% 
Preferred Stock 6% 5 
Common Stock, no par value: 
20,550,590 21/40ths shares issued 
and outstanding at $10 pershare $205,505,905.25 
95,067 shares held in reserve ac- 
count of subscriptions not fully 
paid, at $10 per share. . i 950,670.00 
Common Stock ($100 par value) 
Total Capital Stock . 

Interest of minority stockholders in subsidiary companies 

with respect to capital and surplus. 

Surplus over and above $10 per share on no par value 

Common stock . ; ; 
Total Capital Stock and Surples 


Torac Liapitities, Reserves aND CAPITAL . 





*Represents mortgages restiag against miscellaneous properties acquired=——$179, 192.82 will matare is 1922, 


Dac. 31, 1921 


$ 40,057,401.53 
5,228.04 
27/009.31 
4,677.241.39 
4.794'978.99 


18,944,844.09 
108,762 ,625.35 
1,944,988.35 
$179,214,317.05 
$ 56,377,031.68 


3,889,799.51 
248,593,751.60 
4,609,677.87 
22,438,401.22 


$335 908 661.88 


$ 15,640,429.41 
48,974,996.29 
15,894,778.40 


1,043,763.07 
$ 81,553,967.17 
$ *1,475,592.82 


**4,000,000.00 
$ 5,475,592.82 


$ 37,527,774.94 


4,477,043.35 
1,913,193.63 
17,630.87 


14,000,000.00 
2,499,261.00 
$ 60,434,903.79 


$ 26,931,600.00 
60,801 ,000.00 
16,183 ,400.00 


206,456,575.25 
7,400.00 


$310,379,975.25 


1 464,379.44 


55,814, 160.46 
$367.658.515.15 
$515,122,978.93 
—————_—_—__—_— 


**31,000,000.00 is due August 1, 1922, the balance materes $1,000,000.00 cach year thereafter 
Contingent liabilities: —There were contingent liabilities of $302,553.07 om December Jist, 1921, representing notes receivable die 


cousted sod obligations of subsidiary companies guaranteed. 


Dec. 31, 1920 


$ 47,608,949.90 
41,262.21 
34,096.31 
9,534,264.37 

13 449,376.90 


22,091 ,095.33 
164,684,678.72 
1,891,854.06 
$259,335 577.80 
$ 67,985,100.31 


248,788,765.63 
6,282,606.27 
22,414,818.11 


B45,471,290.32 
$604,806,868.12 


$ 30,140,278.35 
72,421,451.45 
11,122,197.78 


1,018,943.73 
$114,702,871.31 
$ 1,629,070.14 


9,840,000.00 
$ 11,469,070.14 


$ 33,285,988.04 
5,123,100.01 


4,942,116.42 
1,558,950.87 


7,500,000.00 


$ 5$2,410,155.34 


$ 25,153,500.00 
56,366,900.00 
16,183 ,400.00 


205 393,445.25 
239,500.00 
$303,336, 745.25 


1,614,809.08 
121,273,217.00 


$426,224,771.33 
$60+4.806,868.12 
———$—$—$—$——————————— 
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Statement 2 


INCOME ACCOUNT 


Net earnings for year before deducting interest, but 
after all expenses of manufacturing (including 
maintenance), selling and administration, as 
well as ordinary taxes, insurance, depreciation 
($6,750,674.54 in 1921) of plant and equipment 

Less: Provision for employes’ bonus 

Provision for employes’ investment fund 

Interest on notes and trade acceptances 


Write-down of 
whichever 


Less: inventories to cost or market, 

is lower 

Employes’ housing development 

Provision for refunds due dealers and distributors 
on account of price reduction effective January 
1, 1922 

Cost of cancellation of commitments, rebates on 
sales in 1920 account of price guarantees, and 
other miscellaneous losses charged off in 1921 
in excess of reserve created at the close of 1920 
in anticipation of such contingencies 


Less: Provision for Federal taxes and extraordinary 


expenditures 


Less: 


Special reserve established December 31, 1921, 
to cover anticipated losses and unforeseen con- 
tingencies pertaining to 1921 or prior years, 
but not at present definitely ascertainable. 


General Motors Corporation proportion thereof 
Debenture dividends at rate of 7% 

Debenture dividends at rate of 6% 

Preferred dividends at rate of 6% 


Amount earned on Common stock... 


Statement 3 


ANTITRUST 


YEAR ENDED 
Dec. 31, 1921 


$ 13,246,523.30 


$ 2,174,080.00 

5 281,084.67 
$ 7.455,.164.67 
$ 5.791.358.63 


$ 16,603,073.25 
5,600.00 


2,441,376.07 
11,421,102.78 


$ 30,471,152.10 
$*24,679,793.47 


PUA 


$ 14,000,000.00 
$* 38,679,793.47 


$*38 680,770.05 


$  1,807,490.09 
3,531,515.50 
971,004.00 

$ 6,310,009.59 


. $°44,990,779.64 


SuRPLUS ACCOUNT 


Surplus over and above $10.00 per share of outstanding 


YEAR ENDED 
-Dec. 31. 1921 





no par value Common stock at the beginning of 


the year..... beak ee 
Addition arising through adjustment of no par value 
Common stock outstanding to a basis of $10.00 

hare 

a share 


Addition arising from sale of Common stock in excess 
of $10.00 a share 

Amount earned « 
count above 


Less: Cash dividends paid on Common stock: 


February 1, 1921, $0.25 share on no par value 
May 2, 1921, .25 share on no par value 
August 1, 1921, 


.25 share on no par value 
November 1, 1921, .25 share on no par value 
Stock dividends paid on Common stock 

May 1, 1920, 214% 

August 1. 1920, 219% 

November 1, 1920, 214% 


n Common stock as per income ac- 


$121,273,217.00 


*44,990,779.64 


$ 76,282 .437.36 


$ 5,087,552.65 
5,143,404.25 
5,119,159.25 
5,118,160.75 


$ 20,468 .276.90 


Surplus over and above $10.00 per share of outstanding 
..--$ 55.814,160.46 


no par value Common stock December 31 


* Deficit. 


LAWS 





YEAR ENDED 
Dac. 31, 1920 


$ 82,762,063.38 
$ 1,488,558.48 
4,502,185.00 
5 604 006.47 
$ 11,594,749.95 
$ 71.167,313.43 


$ 18,502,188.43 
3,387 603.42 


3.894.000.00 
$ 45,383.521.58 


$ 7,500,000.00 
$ 37.883.521.58 
$ 37,750.375.01 
$ 1,476,721.11 
3.169.957.00 
973.748.00 

$ 5.620.426.11 
$ 32.129.948.90 





Year ENDED 
Dec. 31. 1920 


$ 78,641,897.32 


7,625,180.00 
33,709,915.23 


32,129.948.90 
$152.106.941.45 


$ 4,734,923.60 
4,149,015.35 
4,449,353.25 
4,559,997.00 


3,931,086.50 
4,449 348.25 
4.560,000.50 
$ 30.833.724.45 


$121,273,217.00 
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Statement 4 
SUPPLEMENTARY STATEMENT OF SALES AND INCOME, WITH SUBDIVISION 
INTO CLASSIFICATION AS INDICATED 


Class A: The divisions which are thoroughly established and whose product is 
standardized and does not require radical readjustment. 


Class B: The divisions which were undergoing reorganization and rearrangement 
of product, including some cases of complete abandonment and liquidation. 


The relative importance of the two groups is indicated by the following comparison 
f net sales in 1921 and 1920 
Net SALes Net SALes 
Class A 1921 1920 
Operating units representing the Corpora- 
tion’s standardized and th roughly established 
business . ‘ Piiteeceenn $225 
Class B 
Operating units undergoing reorganization in 
1921 79.226,133 197,032,368 
Corporation’s total business $304,487 243 $567 ,320,603 


261,110 $370,288,235 





STATEMENT OF Prorit AND Loss For THE 12 Montus ENDED 
DecemBgr 31, 1921 
The aggregate net earnings from operations before 
deducting interest, but after all expenses of 
manufacturing (including maintenance), selling 
and administration, as well as ordinary taxes, 
insurance, depreciation of plants and equipment, 
were: 


For Class A vow . $ 29,671,494.70 


While for Class B there were losses of... 16,431.547.98 
Leaving net earnings from operations as a whole % 13.239.946.72 
Less: Prov for Employes’ Investment Fund $ 2,174,080.00 
Interest ytes payable. . .- 5 281,084.67 7,455,164.67 
Net income of the Corporation after ordinary charges $ 5,784,782.05 
Charges for extraordinary losses and adjustments 
Write down of inventories at December 31, 1921 
r market, whichever is lower $ 16,603.073.25 
Provision for ref is due dealers and distribu- 
t account of price reduction effective 
January 1, 1922 2.441.376.07 
Cost of ca it £ commitments, rebates 
on sales in 1920 account of guarantees, 
and t r iy ce aneous | cs charged off 
n 1921 ex reserve ¢ ated att 
Cc 1920 of suc C - 
tingencies 11,421,102.78 
Sy al r \ ab iD ver 31, 1921, 
to « 2 C it i intorese 
contingencies pertaining to 1921 or prior 
years, but t at present definitely ascer- 
tainable 14,000,000_00 44.465.552.10 








Balance to be charged against surplus $ 38,680,770.05 
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HASKINS & SELLS 
37 WEST one STREET 
NEW YORK 


GENERAL Motors CORPORATION, 


Detroit, Michigan. 
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We have audited your general accounts and those of your subsidiary 
manufacturing companies for the year ended December 31, 1921, and, 
subject to our not having examined the minutes of your governing bodies, 


WE HEREBY CERTIFY that, in our opinion, the accompanying 
Condensed Consolidated Balance Sheet, December 31, 1921, and related 
Summaries of Income and Surplus for the year ended that date, are correct 


New York, 


Haskins & SELLS. 


March 25, 1922. 
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lies, 


ying 
ated 
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REPORT TO THE STOCKHOLDERS 


OF 


GENERAL MOTORS 
CORPORATION 


For the Calendar Year ended December 31, 1922 


New York, Marcu 19, 1923 


To the Stockholders: 


The automobile industry is notable in having passed through three 
distinct phases ina brief period of three years and at the same time hav- 
ing transformed itself from a member of the luxury class to that of a 
prime necessity. To many the culmination of the period of inflated prices 
in the latter months of 1920 marked also the probable culmination of the 
wide demand for automobiles then commonly known as “pleasure cars.” 
At that time growth in the use of automobiles was compared with and 
attributed to the period of inflation and extravagance brought about by 
the redistribution of wealth in the war years and those immediately fol- 
lowing. Two years ago the term “pleasure car” applied to all cars except- 
ing commercial vehicles, and properly described the then popular concep- 
tion of the position of the automobile in modern life. The year 1920 
witnessed the development of the automobile to its limit, as a supposed 
luxury, with the natural accompaniment of careless and extravagant pro- 
duction and sales methods. 


Deflation, following in the year 1921, furnished two lessons: first, 
that the automobile, no longer a pleasure vehicle, had become a neces- 
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ry tool—one which, as measured by its use in gasoline consumed, is not 
be lessened in utility by the pinch of a severe financial and industrial 
readjustment; and, also, that the automobile, as shown by the registra- 
yf 1921 and 1922, may be repaired and continued in use longer than 
rmally expected. This first lesson was delivered not only to manufac- 
turers but to the public in general. The second lesson applied more strictly 
ose catering to the public. It was to the effect that the manufacture 
sale of the automobile as a commercial necessity must follow the 
ame careful economic and resourceful methods as those found necessary 
ther standardized industries. 


rhe development of the year 1922—a natural outcome of the year 
receding—has dealt with the re-establishment of the automobile industry 
along sane lines and with the same aims that mark the successful conduct 
f other industries. To be sure, the effects of the past are not vet wholly 
tted out, but the wave of reform has nearly overcome the mistakes of 
rior years. The future will have its problemg, its inflations and depres- 
ns, but it is impossible to forecast a return to the critical conditions 
hat have marked the regeneration of the industry during the three years 
ww happily passed. 


General Motors Corporation has followed the trend of the industry; 
regeneration was necessary and it has been complete. Facilities for 
manufacture and sale have been revised, bettered and made more eco- 
mical. Cars are more carefully designed, with a view to longer life, 
and greater economy in maintenance and operating costs. The aesthetic 
and useful have been studied in combination. System in management 
and control has been developed. In the year 1920 the Corporation may 
properly have been considered a maker of pleasure cars, to-day it furnishes 
economical transportation with appropriate comfort and appearance. To 
many this period of transformation has been one of doubt, fear and mis- 
giving, confused by large and unfinished developments but to those of 
learer vision the possibilities of a greater, stronger and more useful and 
prosperous corporation have been constantly in mind. To them the 
period of regeneration is distinct from and independent of the develop- 


men 


ment of the Corporation as planned in earlier years. 


DEVELOPMENT PROGRAM 


The Annual Report for 1920 made mention of the construction and 
expansion program of the vears 1918, 1919 and 1920. At that time plans 
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were not wholly completed and working capital requirements were not 
determined. It is now possible to give account of the expenditures 

this development period and the sources of capital provided. With th: 
exception of the final payments on the General Motors Building in Detroit, 
for which funds are held in reserve, the program is now finished, so that 
further construction or expansion will be determined entirely from current 


ind future needs of the business independent of plans and commitments 
laid down prior to the year 1921. 


On January 1, 1918, General Motors Corporation had total assets of 
$133,789,724, including $11,971,603 goodwill, patents and copyrights 
On January 1, 1923, assets total $522,335,034, including $22,370,811 good- 

ill, patents and copyrights. At the earlier date the Corporation con- 
sisted of the four passenger car manufacturing divisions—Buick, Cadillac, 
Oakland and Oldsmobile—and the General Motors Truck Division, hav- 
ing a capacity of about 223,000 cars and trucks per annum, as measured 


)y maximum quarterly sales prior to 1918. The Corporation owned ni 


plant manufacturing small cars, had no owned supply of accessories, such 


as lighting, starting and ignition sets, roller bearings, ball bearings, etc 

ithad no central experimental or development laboratories. Since January 

1, 1918, the construction and expansion program has brought the Corpora- 

tion to a manufacturing capacity of 750,000 passenger cars and trucks per 

annum, has placed it in position to manufacture all of its electrical equip- 

ment, including spark plugs and warning signals, all radiators, anti 
\ 


+r 


riction bearings, wheel rims, steering gears, transmissions, engines, axles 
and open bodies. Through its stock holdings in Fisher Body Corporation, 
it controls the manufacture of its supply of closed bodies. The program 
was not developed as a whole but resulted from the constructive planning 


f three years. Confidence in the future was not misplaced, as sales in the 
last nine months of 1922 were at the rate of 515,000 units per annum, or 
70% of 


( O 


the present manufacturing capacity; and single months have 
reached 80% of capacity. Estimates for the future indicate that the full 


manufacturing output will be required at no distant date. 
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Phe total cost of carrying out this program may be summed up as 


ws 


deal Estate, Plant and Equipment, Tools, et 
1920, inclusive 
t ted in allied and accessory companies 
Total 


SC x5 acquired three 


years, 1918 


The cash for carrying out this work was supplied from several 


irces as follows: 


M | ARNINGS 

Net earned income, three years, 1918 to 
1920, exclusive of extraordinary write- 
is of year 1920 


s: Federal taxes paid +7 
5 


74+ 
86 


ar 
i | 
“SV! 


Dividends paid 


™“ 


0 
0 


Balance of earned income 
available for program 


89,140,684 
e Net amount available from reserve accounts 13,394,246 
Total cash available for construction 
and expansion program, from op- 
erations of 1918 to 1920 inclusive 
mM SALE OF SECURITIES 
Proceeds from sale of Common Stock % 98 494.835 
[ Proceeds from sale of 6°7 Debenture Stock 25,425,000 
= Proceeds from sale of 764 Debenture Stock 10,998 ,700 
Total cash due for construction and 
er expansion program from sale of 
p- securities, 1918 to 1920, inclusive 
sie i FUNp FoR Bonus, ET% 
rom funds set aside in cash for bonus, et« 
it but paid in newly issued stock 
Total cash available from all sources 
im RITIES IssUED IN PAYMENT FOR PROPERTIES WERE: 
Debenture and Common Stock $122,141,520 
ng Purchase notes for part payment Fisher 
he Body Corp. stock 9,840,000 
lortgag assumed on properties purchase d 1,629,070 
x Total value of securities issued 
ye Total amount available for construc- 
ull 


tion and expansion program 


SUMMARY 


tior 


1ota unds rovided 


I 
tal expended on capital account 
Balance available for working capital 
; working capital, January 1, 1918 


working capital provided under program 


tal $3,881,879 only remained uncollected on far 


$193 SO1 804 





100%) 
24% 
10°” ) 


46; 


$102,534,930 976 


134.918.535* ( 356, 


13,569,144 de 
$251.022.60)* (| 65! 


4 


133.610.590 3 


$38+4,633,199 LOOe; ) 


$3K4,635,199 
281,556,104 
$103,077 Us 

65 608 969 


$168.683.004 


As the net working capital requirement of today, operating under a 


edule almost identical with that laid down for the vear August, 1920, 


to August, 1921, is about $126,000,000, the net working capital availal 


ib 
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under the original program, about $168,000,000, should have been mu 
more than sufficient for the lesser operations of the year 1921. From ¢ 
above it is clear that full provision for the construction and expans 
program of the years 1918 to 1920, including working capital, was mac 
prior to the end of the year 1920. Therefore, this program was in no wis 
responsible for the financial difficulties under which the Corporatio: 
labored during the latter part of 1920 and the vear 1921. I:xplanatio: 
these difficulties lies in another quarter. 


OPERATIONS OF THE YEARS 1920, 1921 anp 1922 


At the close of the year 1920 the net working capital, exclusiv: 
notes payable, in use prior to the write-off of inventories, was $242,83(),27| 
or $116,354,034 above the amount required (December, 1922) to car 
more than double the production of the earlier period. ‘This mad 
necessary to borrow a maximum of $82,784,824 (on October 31, 1921 
‘The reduction of the surplus materials purchased at high prices, and 
inventory and other commitments made prior to December, 1920, result 
in a total liquidation loss of $84,869,893. 


This condition of affairs was not reached without anticipatory wai 
ing. In the month of March, 1920, the President presented to the Ix 
tive Committee a schedule of proposed production made possible by 
construction and expansion program then well on toward completi 
He proposed that this schedule be adopted for the year August, 1920, 1 
August, 1921. Though approved at the time, the schedule was revised 
the month of May, 1920, to a proposed production almost identical wit 
that in force during the last nine months of 1922. At this early date (Ma 
13, 1920), the K:xecutive Committee and Finance Committee noted t 
continued increase of inventories (to $167,965,641 on April 30, 1920). ‘| 
Chairman of the Finance Committee explained fully to those in charg: 


operations of the Corporation the necessity of control, and, at his sugges- 


tion, a committee was appointed to allot amony the Divisions of the Cor 
poration the $150,000,000 considered available for inventories. ‘The Chair 
man also stated that it was necessary not to increase inventories beyor 


this amount during the succeeding twelve months. 


The report of the Inventory Allotment Committee was presented 
and approved before June 1, 1920. It was unfortunate that the rulings of 


the Executive and Finance Committees and their cautions remain 
unheeded. As a result, inventories reached a total of $209,000,000 at 
end of October, 1920, exceeding by $60,000,000 the allotments of th 








AU 


\l 
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vecutive and Finance Committees and by $100,000,000 the amount in 
tual use during the active summer of 1922. This excess accounted for 
OC: of the borrowings at that time. 


It was doubly unfortunate that the spirit of the committee ruling 
totally disregarded by a few of the Divisions, the losses of which, 
to expanded inventories and commitments for the future, amounted 
$48,579,872, or much more than the total operating deficit of the 
le Corporation during the vear 1921. The operating losses of these 
J 


Divisions during the liquidation and reconstruction period of 1921 added 


$15.330,938, making a total of $63,910,810 on their account. 


[hough the losses above enumerated were enormous, it should be 

realized that they were not typical of the operations of the Corpora- 
1 as a whole; in fact, they related to ten Divisions only out of a total 
rty-four. The sales and profits of the twenty-four normally oper- 
Divisions are shown below in Group I; the sales and profits of the 
insatisfactory Divisions are shown in Group II. Of these ten, five 
were of small importance and were liquidated in 1921. Another, the 


Samson Tractor Division, is dealt with separately. The remaining four 
Divisions of Group II have since been restored to more normal conditions 
and to an earning power in line with the Divisions classed as Group I. 

The following tabulation will better illustrate the relative importance 


f the two groups: 


Grove I Grove Il 
din ns involved ; 24 10 
NET SALES 
1920 $362,409,005 $204,911,599 
1921 208,438,291 96,048,952 
1922 296,756,778 161,713,088 (a 
\ET PROFIT 
1920) . $ 68,525,545 $ 18,336,690 
1921 22,802,537 15,330,938 (t 
1922 59,078,448 11,007,517 « 
Extraordinary write-offs, inventory adjustments 
and liquidation losses, 1920—-1921-1922 36,290,020 48 579,872 
Extraordinary write-offs compared to 1920-1921 
1922 sales ; 4.2% 10.5% 
) ai t include liquidating sales of Tractor Division. (b) Loss. (c) Does not include $5,688,091 liquidating loss of 


Tracter Divisio 


TRACTOR INVESTMENT 
In the year 1917 General Motors Corporation purchased the stock of 
the Samson Sieve Grip Tractor Company of California. This company 
and its product had been under investigation by the President, and the 
purchase was made by him. He became General Manager of the Samson 
lractor Division of the General Motors Corporation. On his recommenda- 
tion the Executive and Finance Committees voted appropriations for 











4248 STUDY OF THE ANTITRUST LAWS 


permanent investment in the Tractor Division amounting to $10,428,416, 
afterwards increased by $3,021,034, principally to cover overrun expen- 
ditures, and, in May, 1920, allotted to the division $7,000,000 for inven- 
tories. At the close of the year 1919 the Division’s new facilities for the 
production of 100,000 tractors per annum were reported practically com- 
plete. (At that time the total investment amounted to $7,485,346.) On 
October 31, 1920, the fixed investment in the Tractor Division amounted t 
$10,905,927, and working capital to $18,595,144, a total of $29,501,071 
The operating losses prior to December 31, 1920, and exclusive of extraor- 
dinary write-offs of that year were: 


1917 $ 24,467 
1918 1,868,986 
1919 1,823,883 
1920 8,228,956 

$11,946,292 


After the tractor was fully developed and priced at $650, it was found that 
it could not be marketed profitably. Prices were raised only to discover 
that sales could not be made in competition with more cheaply designed 
tractors. In the meantime, numerous commitments for materials had 
been entered into, with a view to producing 70,000 tractors of this class; 
and, in addition, materials for producing 60,000 tractors of another class 
This was the situation as it appeared December 1, 1920. The loss in 
liquidating inventories and commitments of this Division amounted t 
$21,293,752, in addition to the operating losses above noted of $11,946,292, 
making a total loss incurred of $33,240,044. Today the plant of the 
tractor division has been turned, in greater part, to other uses. As the 


liquidation of this Division has been completed, no further operating loss 
is to be expected. 


The localization of the troubles of 1920-1921 makes it possible to 


present a fair comparison of the Corporation’s earnings of the years 
1919-1922 inclusive: 


1919 1920 1921) 1922 

Gross capital employed at 

end of year $469,737,345 $604,806,868 $404,914,312 $522,335,034 
Earnings before dividends 

and Federal Taxes 90,517,519 67,779,710 21,116,697 62,611,244 
Federal Taxes 30,000,000 3,894,000 6,250,000 
Earnings for Stockholders 

before write-offs $ 60,517,519 $ 63,885,710 $ 21,116,697 $ 56,361,244 
Write-offs of inventories and 

commitments 26,002,188 59,796,490») 4,553,796 
Net earnings as per annual 

statements $ 60,517,519 $ 37,883,522 $ 38,679,793) $51,807,448 
Sales, cars and trucks 391,738 393,075 10939614) 456,763 


a) Group | Divisions only b) Includes losses of Group I! Divisions (c) Loss. (d) Sales Group I Divisions only 
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[he earnings of these four years, 1919 to 1922 inclusive, as shown 


:bove, may be summarized as follows: 


SUMMARY 


EARNINGS 


Total earnings four years, 1919-1922 before taxes (including 


Group I Divisions only for 1921) $242.025,170 

Less extraordinary losses (Group I Divisions 1920, 1921 
1922 36,290,020 
$205,735,150 


DisPOSITION 


Cash Dividends, Debenture and Preferred Stocks $% 22,572,176 

Cash Dividends, Common Stock 65.863.224 

Total Cash Dividends $ 88.435.400 4397 

Stock Dividends paid on Common Stock 12.940.435 6% 

Federal Tax Provision 40 144 000 20%, 

Total Losses, Group II Divisions 63 910 810 3107 

Surplus 4.505 00% 
$2U5,/ 100% 


Thus has General Motors Corporation, in the brief period of five 
years, expanded its plant investment five times under a program that was 
mpletely financed as work progressed. The wisdom of the plan is shown 
by the fact that there is now demand for 80% of the facilities provided 
with promise of full use of these facilities at an early date. The plan is one 
that calls for no apologies for its inception and development, but it should 
a source of satisfaction and pride to those who were responsible therefor. 


Excepting for the year 1921, earnings of the Corporation have been 
satisfactory. The year 1921 showed a shrinkage of 45% in number of cars 
produced, and 44°% in volume of sales, when compared with an average of 
the two preceding years, a record not in itself abnormal, considering the gen- 
eral trend of economic conditions at that time. The greater part (68°) of 
the Corporation’s business in 1921 was satisfactory though suffering 
osses through the rapid decline in values, but these losses, if averaged into 
the period in which they justly belong, leave a satisfactory profit for these 
vears as a whole. 


Narrowing now to the smaller part (32%) of the business of 1921, 
involving only four Divisions now active, we find conditions accounting for 
70% of the loans that were a matter of great concern during the winter of 
1920-1921, and accounting for losses of $63,000,000. This localization of 
the source of trouble is a comfort for it reduces the likelihood of recurrence. 
There seems to have been no real necessity for the management of the 
Divisions involved in losses to have faced greater troubles than those 
experienced in other Divisions of the Corporation where conditions were 
satisfactory. 
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Three considerations make recurrence of the 1920-1921 disaster seem 
unlikely, if not impossible. First, it is very doubtful if the sharp decline 
in prices witnessed during that period will recur. The extreme rise wa: 
due to the war and deflation was more precipitate than ever before known 
Second, a complete system of inventory and purchase control has been 
established in the Corporation. This system embraces a monthly state- 
ment of inventories and future commitments beyond which the Divisions 
are not permitted to proceed without specific authority. Under this sys- 
tem a shrinkage in business such as occurred in the years 1920-1921 could 
not result in a repetition of the inventory troubles of those years. Third, 
the system of consolidated cash control installed during the year 1922 
makes possible more effective use of the funds of the Corporation. 


The purpose of the above recital is to show definitely that the troubles 
of past years were not related to an ill-financed expansion program or to 
delay in receiving the proceeds of financing. It is quite certain that the 
funds provided before the close of the year 1920 were sufficient to carry 
out the whole program and also to finance new business offered during the 
year 1921 and the first half of the year 1922. It is equally certain that 
disregard for control of inventories and purchase commitments cost the 
Corporation a very large sum of money, of which the greater part might 
have been saved by proper safeguards in Divisions now differently man- 
aged. Further, it is important to the stockholders to know that the finan- 
cial misfortunes of the Corporation in the past were only slightly related to 
the manufacture and sale of its products, but that these misfortunes were 


directly related to loose and uncontrolled methods which are now cor- 
rected. 





ere 
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Car, Truck, ACCESSORY AND Parts DIvIsions 


tor Co. Divisiox 

ac Motor Car Co. Divi 
roLetT Motor Division 

raL Motors oF Canapa, Ltp 


rat Motors Truck Co. Divisiox 
axp Motor Car Co. Divisios 
\lotor Works Division 
C Spark P1 CoMPANY 
/ u d \« r 


Brown-LipeE-CHAPIN COMPANY 


seen and 


Dayton ENGINEERING LABORATORIES Co 


n Lighting and Ien.tion Set 


Harrison RapIatOR CORPORATION 


tt ROLLER BEARING COMPANY 


Reller B 


JAXON STEEL Proptcts COMPANY 


R:» Tire Carriers and Rim Par 


KLAXON COMPANY 


LANCASTER STEEL Proptcts CORPORATION 


al Steel 
Muncie Propucts Company 
Transmissions ana Steering Gears 


New DEPARTURE MANUFACTURING Co 
Ball Bearings, Coaster Brakes, Bells and Bicycle Hub 


RTHWAY Motor & Mrc. Co. 


‘ 
J ri and Transm Ion 


Remy Evectric CoMPaNy 


Starting, Lighting and Ignition Sets 


SAGINAW MALLEABLE IRON COMPANY 


v 
WM alleabie Casting 


SAGINAW Proptucts CoMPANY 
- 


rs, Steering Gears and Grey Iron Casting 


Flint. Mich 
Detroit, Mict 
Detroit, Nlict 
Oshawa, Ont 
Pontiac, M 
Pontiac, Mich. 
Lansing. Mich 


Flint, Mict 
Svracuse, N. } 
Dayton, Ohio 
Lockport, N. Y. 
Newark, N. J. 
Jackson, Mich 
Newark, N. J 
Lancaster, Pa. 


Muncie, Ind. 


. Bristol, Conn 


Detroit, Mich 


Anderson, Ind 


Saginaw, Mich. 


Saginaw, Mich 


All of these Divisions are active and in satisfactory shape for the 


production of high grade products at minimum cost. 


The Divisions are 


well balanced and need comparatively little further capital expenditure 


at present. 
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FISHER Bopy CORPORATION 


In the year 1919 General Motors Corporation purchased for $27,600 
000, three hundred thousand shares (6067) of the common stock of Fist 
Body Corporation. The latter is now capable of producing all the closed 
car bodies needed by the several divisions of General Motors Corporatio: 
The product is of the highest quality of workmanship and of durabilit 
Design and finish are most acceptable so that the emblem with word 
“Body by Fisher” is now well appreciated by customers and is proving a 
very valuable asset 


+1 
Li 


To meet the growing demands of the industry, Fisher Body Corpora- 
tion has recently sold an issue of $20,000,000 notes and offered for sale 
$7,500,000 of common stock at $75 per share. The latter has been under- 
written without commission. These funds will permit the retirement of 
underlying bonds, bank loans and preferred stocks, approximately 


$15,500,000, leaving $12,000,000 for extension of Fisher Body Corporatior 


facilities including working capital. 


The Corporation is in very good position financially, its products are 
the best of their kind and its business is in very satisfactory condition. 


At the close of 1921, General Motors Corporation had outstanding 

n account of its original acquisition of Fisher Body Corporation stock, 

Purchase Money Notes in the sum of $4,000,000, maturing at the 

rate of $1,000,000 annually, August 1, 1922 to August 1, 1925. During 

the year 1922 General Motors anticipated its notes maturing beyond 1923 

in the sum of $3,000,000, thus leaving outstanding at the close of 1922 
$1,000,000 which will be met at maturity August 1, 1923. 


RESEARCH LABORATORIES 


The Research Laboratories of the Corporation at Dayton, Ohio, are 
subject to generous appropriation for development and research in the 
field of the Corporation’s operations. The result of this work is encouraging 


One development, the result of several years’ study, has been intro- 
duced to the public as the “‘copper cooled”’ car of the Chevrolet Division 
The engine of this car is cooled by means of copper fins brazed directly to 
the cylinder walls, thus doing away with radiator, water, pump, and water 
jacket. This feature attains great value in winter as the engine is free from 
troubles incident to cold weather and freezing; and also in summer or on 
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roads, where the water cooled car is subject to overheating and 
ent loss of water, the “‘copper cooled”’ car does not overheat or lose 
wer. In addition, the engine is light and powerful and shows great fuel 


my 


Detco-LiGHt COMPANY 


This Division of General Motors Corporation is quite separate from 
e Dayton Engineering Laboratories D vision that manufactures ignition, 
ting and electrical starting equipment for automobiles. The Delco- 
ht Company devotes its energies primarily to production and sale of 
ting sets for houses, barns, etc., in districts not reached by public 
rvice cOrporations or other sources of electric current. The Company 
naintains 53 distributors and 3163 dealers. There are in use 175,000 
Delco-Light Plants. ‘The Company also manufactures and sells electrically 
iven pumps for both deep and shallow wells, and has taken over and 
ight to satisfactory development the “‘Frigidaire’’, electrically oper- 
eless household refrigerator, formerly a separate division of General 
Motors Corporation. The Company has also developed a washing ma- 
f very simple design. This machine, as well as Frigidaire, is satis- 
operated from the power and lighting sets furnished by the Com- 

ne r from public service current, direct or alternating 


ee I'he Company is doing good and profitable work and its products are 
reasing in popularity. 


GENERAL Motors ACCEPTANCE CORPORATION 


his Corporation was organized in the year 1919 in order to assist 

ilers in financing their purchases and sales of General Motors Corpora- 

products. The success of the plan is best measured by the volume 

f business done. From inception to December 31, 1922, the Corporation 
he has extended to GMC dealers over $337,000,000 of financial accommoda- 
1g tion and by so doing has financed the purchase by dealers of 165,782 cars, 
| trucks and tractors and the sale by dealers of 274,775 cars, trucks and 
tractors exclusive of other General Motors products and export shipments 

Ihe retail value of all products financed is in excess of $440,000,000. The 
Corporation has financed its business by the sale pf its obligations, in 

ter every State of the Union, to over 1,500 banking institutions; numbered 
among these is nearly every important financial institution of the country. 


n I} 
on i e 


oss experience of this Corporation is indicative of the care exercised 
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in extending credits. Actual losses sustained, plus reserve to cover pos. 
sible additional losses, show a loss ratio of about 3.10ths of 16%. Thy 
General Motors Corporation subscribed for and holds the entire capital 
stock of the General Motors Acceptance Corporation, amounting 
$4,800,000. The surplus and undivided profits are $1,509,256. However, 
the Acceptance Corporation is in fact an independent banking institution, 
managing its own affairs and operating at a profit under principles con- 
sistent with sound banking practice and with the one actuating purpose of 
promoting a maximum distribution of General Motors Corporatior 
products 


GENERAL Motors BuiL_pinG, DETROIT 


In the Jast Annual Report attention was called to the sale of $12,000, 
000 bonds of this Building for the purpose of repaying in part to Genera! 
Motors Corporation the investment already made and for finishing the 
Building. The half of the Building first completed is now fully occupied 
and the non-occupied space is almost finished and ready for lease. 


HousinG PLANS 


During the war period the Corporation was obliged to build a numbe: 
of dwelling houses at several points in order to accommodate its employes 
A total of 1,633 houses were finished, of which 1,039 have been sold. The 
investment now stands at $6,274,782, consisting of 2,547 lots, 774 acres 
residential real estate, and 521 houses. Of the latter 239 were rented 
December 31, 1922. 


ACQUISITION OF BrRown-LiPE-CHAPIN COMPANY STOCK 


General Motors Corporation has for some years past held a 22% 
stock interest in the Brown-Lipe-Chapin Company, Syracuse, New York, 
the largest manufacturers of differential gears in the world, and for years 
a source of supply for General Motors Divisions. At the close of 1922 the 
Corporation acquired the outstanding capital stock not already owned, 
paying therefor $1,725,200 in cash and $5,250,000 in Seven Per Cent 
Debenture Stock of the par value of $100. The increase in outstanding 
Seven Per Cent Debenture Stock appearing on the balance sheet 
December 31, 1922, is on account of this purchase. 
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INSTITUTIONAL ADVERTISING 
Iwo vears ago the General Motors Corporation began a systematic 


t to give publicity to its affairs through a series of communications to 


ders 


lhe time has arrived to reach out to another audience—the emploves 
General Motors and its dealers, the 3,000 companies from which 
aterials are purchased and the more than two million users of General 


\lotors products. The most effective means of reaching this audience, 
i the general public of which it is a part, is through national advertising. 
\ccordingly, after much thought and study, a campaign was prepared 
idvertising in monthly publications having a nation-wide circulation 

| a second series of advertisements in business and financial publica- 
tions. This institutional advertising appeared January, 1923, and will 


ntinue monthly. It tells the story of General Motors and is of a different 
haracter from the advertising of the manufacturing divisions. 


Like every other important force, advertising works slowly; goodwill 
and public understanding are not won in a day. But as the months go by 
and the story of General Motors unfolds itself chapter by chapter, the 


average man and woman will have a much clearer understanding of the 


ope of General Motors Corporation, and of the force and logic in the 
ion of its varying activities. 


Bonus PLAN 


l’o induce emploves of exceptional merit to remain with the Corpora- 

ver a period of years a Bonus Plan was adopted in 1918. As amended 
effective for the year 1922 and subsequent years, the Directors each year, 
ifter deducting 7% on capital employed, are authorized to set aside an 
amount equal to not more than 10% of net earnings to be placed in a 
Bonus Fund and invested in stock of the Corporation. 


From this Bonus Fund employes of exceptional merit are awarded 
nus in stock. At the time of award one-fourth of the stock is delivered 
and the remaining three-fourths held in trust to be delivered in equal 
installments at the end of each of the three following years. Dividends 
declared upon the stock held in trust are paid to the employes. Awards 


made under the Bonus Plan during the years 1918, 1919, 1920 and 1922 
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have been as follows No amount was available for distribution for t 
Ca 192] 
7°, Debenture Stock awarded 20,530 shares 
Common Stock awarded 767,079 shares 
Number of bonuses aw arded 15.886 


NUMBER OF EMPLOYES 


The number of employes of the Corporation for 1922 and pr 
vears has been as follows: 


1909 14.250 1913 20,042 191s 


+9. | 
1910 10,000 1914 14,141 1919 85 
191] 11,474 1915 21,599 1920 25 
1912 16.584 1916 25.666 1921 35 
1917 25.427 1922 75 

c ¢ ude the emg es of the afhliated companic 


SAVINGS PLAN 


The continued response by employes to the opportunity for thrift 


under the Corporation’s Savings and Investment Plan, naugurated 
1919, is gratifying. 


Employes are permitted to pay in 10°% of their wages or salaries n 
to exceed $300 in any year. Interest is credited semi-annually at 6° 
Employes mav withdraw their savings and interest at any time. Under 
the original plan the Corporation agreed that if savings remain undis- 
turbed for a period of five years it would match dollar for dollar the savin 


of the employes. Under the amended plan the Corporation agrees 


contribute fifty cents for every dollar paid in by the employes. A su: 


mary of the results of this savings fund follows: 


Accumulation 


gS 


¢ 


Year Rnenend S naunt of Interest Nove 
Ended Paid in b Paid in b and Income \vvregate Withdrawals Amount 
Dec. 31 Employes Corporation from Investment Receipts by Employes n Fund 
1922 $ 2,598,090 $ 1,143,977 $ 644,576 $ 4,386,643 $ 849,898 §$ 3,536,747 
1921 2,603,090 2,162,565 603,801 5,369,456 2,376,157 2,993,299 
1920 4,502,185 4,502,185 382,476* 9,386,846 2,758,781 6,628,064 
1919 2,249,065 2,249,065 22,907 4,521,037 179,382 4,341,654 





*In addition to th 


12,604 39/40th shares of General Motors Corporation Common Stock 


This net amount, $17,499,764, is the accumulated “Savings” 
employes now interested in the plan. 


$11,952,430 $10,057,792 $ 1,653,760 $23,663,982 $ 6,164,218 $17,499,764 


s amount, which was received in cash, there was also received as a stock divider 


of 
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NUMBER OF STOCKHOLDERS 


\t the end of 1922 there were 65,665 stockholders. Of the 44 O00 
mon stockholders, 37,000 owned less than 100 shares and 13,000 
ed 10 shares or less. One-fourth or 11,244 of the stockholders are 


\ comparison of the total number of stockholders of all classes by 


Se j Third 


I 

a Juarter (Quarte Juarte 
7 1,927 e085 2,669 2,920 
3.918 3,737 3.615 4.739 
8,012 12,523 12,358 18,214 
2 24,148 *26,136 31,029 36,894 
+ $9,035 59.059 65,324 66,837 
70.504 72,665 71,331 65,665 
( Ger a read the exchange f one share of Commor k, par value 

gi ( k with t par value, the t exchange having been made Marct 


PROGRESSIVE GROWTH 


The growth of the Corporation during recent years is not shown 
mpletely in the total of cars and trucks sold, as the sales of accessorie 
and other goods, and the manufacture of parts for its own consumption have 


idded greatly to the volume of business. On the other hand, the net vol- 





' + 
é me 


sales does not give a very accurate measure of increased business 
the recession of prices during the two vears past; however, both 


ng ecords are given below: 


NUMBER ( 


F PASSENGER CARS, COMMERCIAL CARS, ‘|RUCKS AND 
TRACTORS SOLD 


1918 246,834 
| 1919 391,738 
747 1920 393,075 
s 1921 214.799 
YY 
: 1922 456,763 
64 
654 s 
NET SALES, ALL Propucts MANUFACTURED 
64 
1918 $269,796,830 
1919 509 676,695 
1920 567,320,604 
of 1921. 304,487,243 
1922 


463,706,733 
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DIVIDENDS 


The regular dividends on the Debenture and Preferred stocks ha 
been paid during the year 1922. A detailed record of the quarterly diy 
dend payments during the vear ended December 31, 1922, is as follow 


7% 6% 6% Date St 
Debenture Debenture Preferred of 

Stock Stock Stock Payment Re 
$1.75 $1.50 $1.50 Feb. Ist Jan. = I4t 
1.75 1.50 1.50 May Ist Apr. 7: 

1.75 1.50 1.50 Aug. Ist July 

1.75 1.50 1.50 Nov. Ist Oct. 


Dividends on the Debenture and Preferred stocks have been pa 
regularly since the stocks were issued, as follows: The 6% Preferred ha 
paid $1.50 a share quarterly, $6 a share a year, since February 1, 1917 
The 6% Debenture has paid $1.50 a share quarterly, $6 a share a vear 
since February 1, 1919. The 7% Debenture has paid $1.75 a share quar. 
terlvy, $7 a share a vear, since May 1, 1920. 


The initial dividend on the no par value common stock was 25 cent 
cash and a stock dividend of 1/40th of a share of common paid May | 
1920, which rate was also paid on August 2 and November 1, 1920. During 
1921 the dividend was at the rate of $1 per share per annum, payable 2; 
cents quarterly upon the first of February, May, August and November: 
During 1922 no quarterly dividends were paid but at a meeting of Direc- 
tors held November 16, 1922, there was declared a “‘special’’ dividend 
of 50 cents a share on the common stock payable December 20, 1922, : 
stockholders of record November 27, 1922. 


PRESENT POSITION 


The present position of the Corporation is one of great strength. || 
plants are, with few exceptions, modern and the greater part new 
Machinery is quite up to date. Each of the six car manufacturing div: 
sions has sufficient capacity to operate at lowest cost and the sales organ- 
izations are in strong position. The Corporation owns complete plant: 
for manufacturing essential accessories and has a research and develop- 
ment division extraordinarily well equipped, both as to apparatus and 
personnel. Working capital is sufficient for present production. The 


organization is well developed and is operating with great harmony ané 
co-operation. 
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ially the situation is satisfactory. ‘The current and working 
ks ha .ssets as of December 31, 1922, amounted to $180,239,160, consisting of 
rly d ash, sight drafts, notes and accounts receivable, materials, etc., substan- 
fol tially all of which liquidate in four months or less. Against these assets 


re is no indebtedness in the form of notes or bank loans, and the only 


Axed indebtedness consists of $2,279,750 purchase money notes and mort- 
Re gages. Current liabilities amount to $53,762,923, of which $16,166,564 is 
= an r accrued taxes, payrolls and sundries not due. Debenture and preferred 
we 7 ks, of which there is a total outstanding at the close of the vear of 
uly %109,166,000, are secured by net current and workingassets (i.e., current 
et ssets with all liabilities deducted, including purchase monev notes and 
rtgages) of $124,196,487. In addition there is $291,267,967 permanent 
"en pa nvestment, exclusive of plant depreciation fund, or a total of assets less 
rred ha iabilities of $415,464,454, equal to 3.8 times the par value of the debenture 
1, 1917 ind preferred stocks outstanding. Incidentally it may be remarked that 
> a Vear the annual dividend on the present total issue of Debenture and Preferred 
Te Quar- Stocks has been earned every calendar year from 1912 to date, a period of 
eleven vears, excepting the year 1921, when the earnings, exclusive of 
extraordinary adjustments, of the normally operated divisions were equal 
25 ce to more than three times the present Debenture and Preferred dividend 
May | requirements. The earnings of four years, 1919 to 1922 inclusive, even 
During after all extraordinary adjustments and losses, average four times the 
vable 25 present Debenture and Preferred dividend charge. 
vember 
f Dire The financial statement of the Corporation may be considered 
divide: remarkably clean. Current assets are, undoubtedly, liquid and written 
1922. + it conservative values. Investments are worth more than cost (the latter 
figure is used in this statement). Plant values were subject to appraisal 
and adjusted in 1919. 
GoopwiLL, PATENTS, COPYRIGHTS, ETC. 
m1 The item of “Goodwill, Patents, Copyrights, etc.”, has increased 
- a only $2,046,922 since 1919 to a present total of $22,370,811. From 
ee this it must not be concluded that this account is considered of small or 
7 oo doubtful value; in fact, these intangible values might be rated, conserva- 
: _ tively, equal to the manufacturing plants, for of the two items it would be 
devel ; 
Rs muc h easier to replace the latter than to build up the goodwill and organi- 
ai zation now enjoyed and controlled by General Motors Corporation. The 
a. : : -ordination of departments.and facilities, the development of accounting 


practice and prompt reporting on all subjects, the systematizing of manu- 
lacture and sales, the selection of a sufficient and capable personnel, the 








4260 STUDY OF THE ANTITRUST LAWS 


loyalty and effectiveness of sales and manufacturing organizations, a 
developed during recent years, have added greatly to the goodwill value of 
the tangible assets; in fact, the latter would quickly return to lifeless ko 
materials were it not for the livening influence of the intangible values 
classed as goodwill. However, these intangibles remain without material 
increase in their expressed values on the balance sheet, after several year; 


; 5 Ci 
of painstaking development. 
PERSONNEL 

In closing it is appropriate and just to pay tribute to the zealous 
co-operation, loyalty and hard work of the organization as a whole. While 
much has been accomplished, partly under adverse circumstances, the 
way is now paved for greater accomplishment and to this end all are 
turning their best efforts. 

By Order of the Board of Directors. ; 


PIERRE S. DU PONT 
President 
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GENERAL MOTORS CORPORATION AND SUBSIDIARY COMPANIES 


Condensed Comparative Consolidated Balance Sheet as of December 31, 1922 and 1921 


ASSETS 
Current and Working Assets: 
ash in banks and on hand 
i States Government Bonds 
etable securities 
ght drafts against B/L attached and C. O. D 
eceivable 
\ ints receivable and trade acceptances, less 
reserve for doubtful accounts (in 1922, $1,431,- 
143.55; in 1921, $1,078,772.26 
ventories at cost or market, whichever is lower 


"repaid expenses 


Total Current and Working Assets 


Fixed Assets 


allied and accessory companies, etc 


ra \I tors Corporation commo! and deben- 
t eld in treasury 
ts and equipmer 
es 
patents, copyrights, etc 


Total Fixed Assets 


he 


ie 


TOTAL ASSETS 


Dec. 31, 1922 


$ 27,872,722.92 
3,950.00 
29,618.10 
13,179,664.05 
4,455 042.33 


15,921,934.93 
*117,417,823.05 
1,358,404.98 


$180,239,160.36 


$ 57,293,864.72 


3,275,432.65 
255,207 ,970.82 
3,947 794.49 
22.370.811.06 
$342,095 .873.74 


Dec. 31, 1921 


$ 40,057,401.53 
5,228.04 
27,009.31 
4,677 ,241.39 
4,794,978.99 


17,866,071.83 
108,762.625.35 
1,944,988.35 
$178,135,544.79 





$ 56,377,031.68 


3,889,799.51 
248,593,751.60 
4,609,677.87 
22,438,401.22 


$335.908.661.88 


$520.335030.10 351401420067 
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GENERAL MOTORS CORPORATION AND SUBSIDIARY COMPANIES 


Condensed Comparative Consolidated Balance Sheet as of December 31, 1922 and 192} 


LIABILITIES, RESERVES AND CAPITAL 
Current Liabilities: 
Accounts payable 
Notes payable 
Taxes, payrolls and sundries accrued not due 
Federal taxes 
Accrued dividends on preferred and debenture 
stock, payable February 1 is 
Total Current Liabilities 


Purchase money mortgages ($100,602.12 due in 1923) 


Purchase money notes, account Fisher Body Corpora- 
tion stock purchase ($1,000,000,00 due August 1) 


Reserves: 


For depreciation of real estate, plants and equip- 
ment 


For employes’ investment fund 
For sundry contingencies 
For bonus to employes 
For anticipated losses and unforeseen contingencies 
of prior years 
For completion of office building 
Total Reserves 


Capital Stock: 
Debenture stock 7% 
Debenture stock 6% 
Preferred stock 6% 
Common stock, no par value: 
20,557,750 shares issued and outstanding at 
$10.00 per share 
Common stock ($100 par value) 
Total Capital Stock 
Interest of minority stockholders in subsidiary com- 
panies with respect to capital and surplus 


Surplus over and above $10.00 per share of no par 
value common stock 


Total Capital Stock and Surplus 


TOTAL LIABILITIES, RESERVES AND CAPI- 
TAL a se 


Dec. 31, 1922 


$ 34,812,441.20 


16,166,563.70 
1,650,821.93 


1,133,096.23 
$ 53,762,923.06 
$ 1,279,750.12 
1,000,000.00 
$ 2,279,750.12 


$ 50,827,907.11 
1,143,962.50 


7,016,667.35 


1,344,098.70 


$ 60,332,635.66 


$ 32,181,600.00 
60,801 ,000.00 
16, 183,400.00 


205 577,500.00 
700.00 
$3 14,744,200.00 


1,278,662.18 


89,936,863.08 
$405,.959.725.26 


$522,335,034.10 


Dec. 31, 1921 


$ 15,640,429 4) 
48 974,996.29 
15,894,778.4 


1.043.763.07 
$ 81,553,967.17 
$ 1,475,592.82 


+,000,000.00 


17,630.87 


14,000 000.00 
2,499,261. 
$ 59,356.131.53 


$ 26,931,600.00 


60,801,000. 
16,183 400.0 


206,456,575.2 
7 AO (x 
$310.379,975.25 





1,464,379.44 


55,814, 160.4 
$367,658,515.15 


$5 14,044,206.67 
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KN ERAL MOTORS CORPORATION axp SUBSIDIARY COMPANIES 


INCOME 


ngs for year before deducting interest, but 


after all expenses of manufacturing (including 
elling and administration, as well 
as ordinary taxes, insurance, depreciation ($13,- 


7 1 1922; $6,750,674.54 in 1921) of plant 


and equipment 


S4.788.95 ir 


Provision for employes’ bonus 


Provision for employes’ savings and investment 


fund 


Interest on notes and accounts payable 


ess: Write-down of inventories to cost or market, 
whichever is lower (in 1922 carried direct to 
operations in accordance with usual practice) 
Employes’ housing development 
Provision for refunds due dealers and distributors 
yn account of price reduction effective January 
1, 1922 
Adjustments and losses in excess of reserve cre- 


ated at the close of previous years 


Less: Provision for Federal taxes and extraordinary 


expenses 


Special reserve established December 31, 1921, to 


cover anticipated losses and unforeseen con- 
tingencies 


General Motors Corporation proportion thereof 
Debenture dividends at rate of 7% 
Debenture dividends at rate of 6% 
Preferred dividends at rate of 6% 


Amount earned on Common stock. 


ficit 


ACCOUNT 


YreaAR ENpeD 
Dec. 31, 1922 


$ 66.781.613.5 
$ 1,341,997.5 


wi Ww 


1,477,216.28 
1,351,155.40 
$ 4,170,369.20 
Patan 











$ 51,807,448.22 


Year EnpDeED 
Dec. 31, 1921 


$ 13.246.523.30 


ww 


2,174,080.00 
5 281,084.67 
$ 7,455,164.67 
$ 5,791,358.63 








$ 16,603,073.25 
5,600.00 

2 441,376.07 
11,421,102.78 


% 30,471,152.10 
*$24 679,793.47 


*$24,679,793.47 


14,000,000.00 
*$38,679,793.47 





$ $1,496, 1 35.65 
$ 1,860,936.41 
3,597,570.05 
970,721.50 

$ 6,429,227.96 
$ 45,066.907.69 


*$38 680,770.05 
$ 1,807,490.09 
3,531,515.50 
971,004.00 
% 6,310,009.59 
*$44 990,779.6 
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Statement 3 


SURPLUS ACCOUNT 


Surplus over and above $10.00 per share of outstanding 


no par value Common stock at the beginning of 
the year 

Additions through acquisition of properties 

Deduction account of cancellation of delinquent Com- 
mon stock subscriptions 


Amount earned on Common stock as per income account 
above 


Less: Cash dividends 1 on Common stock 


paic 
February 1, $0.25 share 
May i .25 share 
August 1, .25 share 
November 1,  .25 share 
December 20, 50 share 


Surplus over and above $10.00 per share of outstanding 
no par value Common stock December 31 


*Defi 





Year ENDED 
Dec. 31, 1922 


$ 55,814,160.46 
117,111.93 


884,200.00 


+5,066,907.69 


$100,113,980.08 


$ 10,177,117.00 
$ 10,177,117.00 


$ 89,936,863.08 


Year En 
Dec 1, 19?] 





$121,273,217.0 


* 44,990,779 64 


$ 76,282 437.3 





$ 5,087,110.4 
143,836. 
119,159.25 
118,171.25 


mauve 


$ 20,468,276.% 


$ 55,814,160.4 
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SHANGHAl 


(GENERAL Motors CORPORATION, 
Detroit, Michigan. 


We have audited your general accounts and those of your subsidiary 
anufacturing companies for the year ended December 31, 1922, and, 
bject to our not having examined the minutes of your governing bodies, 


WE HEREBY CERTIFY that, in our opinion, the accompanying 
lensed Consolidated Balance Sheet, December 31, 1922, and related 
Summaries of Income and Surplus for the year ended that date, are correct. 


HaASKINS & SELLS. 
Ne W York, 
February 23, 1923. 
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ANNUAL REPORT 
of 


GENERAL MOTORS 
CORPORATION 


Year Enpep DecemBer 31, 1923 


Marcu 24, 1924 
To the Stockholders: 


A consolidated balance sheet and income account of General Motors 
Corporation and its Subsidiary Companies engaged in the manufacture 
of motor cars, accessories and parts, are submitted herewith. 


The net income for the year 1923 available for dividends was $62,067,- 
526. There is included only such proportion of the profits of Fisher Body 
Corporation and the General Motors Acceptance Corporation as was 
received in the form of cash dividends. The Corporation’s share in the 
undistributed earnings of these two subsidiaries was $9,941,429, which if 
added to the above net income would represent a total of $72,008,955. 


After paying regular quarterly dividends on the debenture and pre- 
ferred stocks requiring $6,887,371 for the year, there remained for the 
common stock, $55,180,155 or $2.67 per share. Four quarterly dividends 
of thirty cents per share each were paid on the common stock, aggregating 
$24,772,026, leaving a balance of $30,408,129 which was carried to surplus. 
The undistributed proportion of the earnings of Fisher Body Corporation 
and General Motors Acceptance Corporation was equivalent to forty-eight 
cents per share on the common stock of General Motors Corporation. 


There were manufactured and sold during the year, 798,555 cars and 
trucks, compared with 456,763 in 1922. The net sales were $698,038,947 
compared with $463,706,733 in 1922. 


The Corporation is in excellent financial condition. Cash in banks 
at the close of the year was $47,069,805; sight drafts $13,283 707; inven- 
tories $138,678,131. Current liabilities amounted to $79,150,705, leaving 
an excess of current assets over current liabilities of $140,750,582. This 


compares with $126,476,237 as of December 31, 1922, an increase of 
$14,274,345. 
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Operations of the Year 192} 


A discussion of progress during the year should be preceded by a 
statement as to certain policies. In the Annual Report covering 1922 
perations, attention was called to the passing of the motor car as a 
luxury and its recognition as an effective medium of transportation for 
both passengers and goods—an economic necessity in the daily life of 
every civilized community. 


The problem from the operating standpoint has become one of 
increased efficiency in management and greater refinement in product. 
Any manufacturing institution must necessarily be built around certain 
products. The determination of all the factors entering into their selec- 
tion is an important consideration in the success of the institution. 


In the earlier history of the Corporation demand so far exceeded 
supply that very little consideration was needed on that point. In 1921 
a definite policy was adopted. The Corporation should establish a com- 
plete line of motor cars from the lowest to the highest price that would 
justify quantity production. Its endeavors at all times should be to 
develop the best value in each price class which large volume, effective 
manufacturing methods, aggressive engineering and efficient means of 
distribution, all supported by large resources, make possible. 


Limitations already dealt with in previous reports necessarily added 
to the time when this policy could be made effective. During the year 
substantial progress has been made. ‘The products of the Corporation 
have been realigned and adjusted and competition which heretofore 
existed within the car manufacturing Divisions has been largely eliminated. 
Such a policy makes possible co-ordination, not otherwise practical, in 
engineering, manufacturing and particularly in distribution. 


The absolute necessity of realigning the products, all of which was 
effected during the second half of the year 1923, manifestly resulted in a 
considerable loss in profits. The development and bringing into produc- 
tion on a quantity basis of an entire line of new models by each of the 
Motor Car Divisions, with the exception of Chevrolet, was an important 
undertaking. A considerable interval of time exists between the intro- 
duction of a new article into manufacture before a competitive cost can 
be obtained. This is particularly true with a complicated and highly 
technical product such as the modern motor car. Moreover, in changing 
models, production must largely cease for a considerable interval which in 
turn means reduced sales. It is the policy of the Corporation to maintain 
the present ‘alignment of products, refining and improving in detail. 
With the possible exception, however, and then only in degree, of the 
lower price models, recognition of new technical developments affecting 
performance, cost of manufacture and improvement in appearance, must 
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be given proper weight and be recognized from time to time by changes 
of more or less major character. On the other hand, it is not believed 
that it will be essential in any one year to make as complete a realignment 
of products as was required during the year 1923. 


Volume of Sales 


The volume of business transacted during the year was the largest 
in the history of the Corporation. Practically every Operating Division 
was taxed to the utmost to keep up with the demand and sales were 
limited by production during practically the entire selling season. A 
complete record of sales and earnings for a period of fifteen years, is shown 
as addenda in this report. 


In the preceding Annual Report it was stated that the Corporation 
had been brought to a manufacturing capacity of 750,000 passenger cars 
and trucks per year. The number actually manufactured and sold was 
798,555, and represents an increase over the previous year of 75%. 


It is essential that growth keep pace with the development of the 
industry. With the completion of certain unfinished construction projects, 
a manufacturing capacity of approximately 1,300,000 cars per year will 
be available. This large increase in plant capacity compared with the 
relatively small increase in the necessary plant and equipment, is due 
primarily to the more effective employment of capital already invested. 


The volume of business through the Accessory and Parts Groups was 
the largest in the Corporation’s history. These Divisions naturally reflect 
the operations of the Motor Car Divisions, as well as the prosperity of 
the industry as a whole. Resulting profits from these Divisions were 
entirely satisfactory. 


Ex port Activities 


Notwithstanding that it is recognized that business overseas, espe- 
cially for the motor car industry, is necessarily of slow growth, the volume 
of export operations, excluding Canadian business, was $39,193,869. 
This is about 6% of the total business of the Motor Car Divisions and 
was an increase of 92% over the previous year. The outlook for con- 
tinued growth in the export field is most encouraging. 


General Motors Acceptance (orporation 


‘he General Motors Acceptance Corporation organized under the 
banking law of the State of New York to assist dealers in financing their 
wholesale commitments and users in the purchase of cars on the deferred 
payment plan, has now been in operation about five years. Its financial 
statement is not consolidated with that of General Motors Corporation. 
A complete statement of the financial position of the Acceptance Corpora- 
tion as of December 31, 1923, is included as a part of this report. 


it | 
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During the existence of the General Motors Acceptance Corporation 
t has assisted in the financing of 771,831 cars and trucks and has bought 
the obligations of dealers in and purchasers of General Motors products 
amounting to $556,313,465. The Acceptance Corporation has financed 
itself by direct and open market discounts of its own secured obligations 
with banking institutions throughout the entire country, in Canada and 
abroad. Attention is called to the fact that in this great volume of busi- 
ness the percentage of loss has been less than two-tenths of one percent. 
General Motors Corporation owns the entire capital stock of General 
Motors Acceptance Corporation, representing a par value of $6,000,000 
and surplus and undivided profits of $2,545,045, as of December 31, 1923. 


Armstrong Spring (0 mpany 


The Corporation assisted some years ago in the financing of this 
Company. It was considered desirable during the year to purchase the 
utstanding equity and transfer its status to that of an Operating Division. 
This necessitated additional investment of $871,050. Of this $750,000 


was represented by 7% Debenture stock at par issued for the purpose. 


C a pital ‘Position 


The Corporation at the close of the year was employing $438,526,676 
net capital, an increase of $32,566,951 as compared with the corresponding 
period of the previous year. 


Current liabilities increased $25,387,782, reflecting increased volume 
f business. ‘This includes $10,000,000 in notes payable account of 
easonal needs for working capital, to maintain production during the off 
selling season. ‘This indebtedness will be liquidated during the active 
business of March, April and May. Reserves for various purposes have 
increased $13,895,646 during the year, of which $12,420,896 is the net 
increase in reserve for depreciation and obsolescence of plant and equip- 
ment. Capitalization has been affected by only two transactions—the 
Armstrong Spring acquisition and the issuance of stock for employes’ 
bonus for the year 1922. Surplus has increased in the total amount of 
$30,762,437 of which $30,408,129 is due to the undistributed profits 
resulting from the year’s operations, and $354,308 results from excess 
ver $10 per share of no par value common stock issued on account of 
employes’ bonus for 1922. 


The position of the Corporation with regard to expansion and 
ncreased investment in plant and equipment deserves some explanation. 
Increases in various working capital items are of less moment as they are 
in the nature of a liquid investment and fluctuate with the volume of 
business. 
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During the year there have necessarily been changes in the plant 
and equipment accounts, amd in investments in affiliated companies 
The total increase was $27,294,000 and was distributed as follows: 


Expansion of production facilities............... $13,103,000 
Manufacture of additional essential components. . 2,292,000 
Assembly plant operations required for more eco- 


momicah distribution. ...0.. 2... ee eee eee 5,973,000 
Increased investments in affiliated companies 
(Fisher Body anne and General Motors 
Aceeptance Corporation).............6..5.. 5,926,000 
WL Shire Wissant eerie. eee 


The first named results directly in increased capacity; the balance 
in general, results in more effective handling of capacity already created. 


The net increase in reserve for plant depreciation and obsolescence 
was $12,420,896. ‘The difference between the total ($27,294,000) and the 
increase in depreciation reserves ($12,420,896), or $14, 873, 104, represents 
the additional amount of capital permanently invested. 


Managers Securities Company 

The plan of the Managers Securities Company, adopted by the 
Directors, was approved at a special meeting of the stockholders held 
November 26, 1923. The Corporation had to call upon E. I. du Pont de 
Nemours & Company, under its agreement, to supply the equivalent of 
practically all of the 2,250,000 shares of common stock of General Motors 
Corporation required. It is believed that this plan will result in greater 
effectiveness and stability to the Corporation’s activities. 


Fisher Body Corporation 

The Corporation’s investment in the Fisher Body Corporation is 
$32,151,825 represented by 360,480 shares, being a 60% interest in the 
common steck of that Corporation. ‘This includes $4,506,000 already 
referred to as invested during the year to take up the Corporation’s pro 
rata allotment of additional common stock. The pro rata amount of 
earnings of Fisher Body Corporation accruing to the Corporation during 
the year amounted to $12,430,040 of which $3,304,400 represented divi- 


dends received and $9,125,640 was reinvested in the business of Fisher 
Body Corporation. 


Housing for Employes 


As stated in a previous report, the demand for houses for employes 
has been such as to cause the Corporation to create four housing subsidi- 
aries at different points and to make investments in two additional com- 
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ant panies for the purpose of meeting the demand for homes. During the 
ies vear the investment in these properties has not materially altered except 
that through arrangements made with the Prudential Insurance Company, 
$2,750,000 was borrowed and used to repay in part the General Motors 


Corporation for advances made. Housing activities are conducted 
through the following corporations: 


Modern Housing Corporation Modern Dwellings, Ltd. 
Bristol Realty Company New Departure Realty Company 


The balance sheets of these Subsidiary Corporations are not included 
n the balance sheet of General Motors Corporation but the Corporation’s 
equity is represented as an investment. A list of the above with the equity 
” represented in each, is shown as addenda in this report. 


Ce 


he Bonus Plan 


its 


Employes of exceptional merit are each year awarded a bonus under 
ertain conditions, which amounts are invested in the stock of the Cor- 
poration to be distributed to the beneficiaries over a period of four years. 
lhe Bonus Plan was adopted in 1918 and was amended in the year 1922. 
[he Corporation purchased in the market and has reserved 127,861 shares 
f no par value common stock for bonus awards to 647 employes for con- 
Id spicuous service rendered during the year 1923, the cost of this stock 


de appearing on the income account as a charge against earnings for the year 
of 1923. Since the inception of the plan, and including the foregoing, there 
Irs have been set aside the following shares of stock: 
’ Common stock (no par value)...... ..... 784,803 shares 

a BE ae eee eee eee 18,934 shares 

The aggregate number of bonus awards is. . 18,112 
> Employes Savings and Investment Fund 
- This Plan inaugurated in 1919 continues to have the support of the 
of Corporation’s organization. The net amount paid in by the employes 
1g 


luring the year 1923 aggregated $3,620,465. A summary of the results of 
the Savings Fund from inception to date is shown elsewhere in this report. 


Goodwill, Patents, Etc. 


es Emphasis may very properly be placed upon a previous statement as 
I- to the relatively small amount at which this important item is being carried 
- on the balance sheet. 


(222 O—36———_-29 
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Progressive Growth 


The growth of the Corporation during recent years is shown in state- 
ments included in this report as addenda, as follows: 


Number of Employes Sales of Cars and Trucks 
Number of Stockholders Volume of Business 
Total Amount of Payrolls Record of Dividends 


The net volume of sales does not give a very accurate measure of 
increased business due to the readjustment of prices during the past tw: 
or three years. There is also included, with other information, a list of 
the investments in affliated and miscellaneous companies in explanation 
of the corresponding item in the balance sheet. 

* . * 


As already pointed out, the developments of the year have brought 
practically the whole of the property of the Corporation into more efficient 
operating condition for the future. The amount of idle capital, practically 
all in real estate, although relatively small, is being continually reduced. 
The effective control maintained on inventories and capital investments 
referred to in previous reports still continues, as evidenced by a material 
increase in inventory turnover and the ability of the Corporation to 
increase its volume with a small proportionate increase of both working 
capital and investment in plant and equipment. As to the future, any 
forecast must be uncertain. However, it may very properly be stated 
that at the time of the writing of this report, the business of the Corpora- 
tion is progressing satisfactorily and the outlook for the year is encouraging. 

* * + 


In the year 1923 the Corporation met a severe loss in the death of 
J. Amory Haskell, Vice President and Director and a member of the 
Executive and Finance Committees. Mr. Haskell had been connected 
with the Corporation during the entire period of its major development. 
His interest in its affairs was unfailing, his loyalty unswerving. His 
loss is regretted by all. 

* * * 

In addition to the financial gains reflected by the year’s operations, it 
is important to point out that the morale of the organization and its loyalty 
to the institution was never at as high a state as at present. The ability 
of the organization and its ambition to do bigger and better things, is 
unquestioned and is bound to be an important factor in the Corporation’s 
future activities. Much has been accomplished; still more remains to be 
accomplished, and to this end the entire organization is bending its best 
efforts. 

By ORDER OF THE BOARD OF DIRECTORS, 
PrERRE S. DU PONT 
Chairman of the Board 
ALFRED P. SLOAN, JR. 
President 
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GENERAL MOTORS CORPORATION 


CONDENSED CONSOLIDATED INCOME cACCOUNT 


‘Profit from operations and investments, after all expenses 


incident thereto, but before depreciation of real 
estate, plants and equipment 


Provision for depreciation of real estate, plants and 
equipment 


Net Profit from operations and investments 


r 


Les Provision for: 


Employes’ bonus .... a 

Amount due Managers Securities Company 

Employes’ savings and investment fund 
Interest on notes payable 


Lé Adjustments and losses in excess of reserves estab- 
lished therefor 


Less Provision for Federal income taxes 


‘Net Income 


General Motors Corporation proportion of net income 


Debenture dividends at rate of 7% 
Debenture dividends at rate of 6% 
Preferred dividends at rate of 6% 


Amount Earned on Common Stock 


* NOTE: The earnings of General Motors Corporation reflect earning 
Body Corporation and General Motors Acceptance Corporation 
he extent of dividends received. General Motors Corporation's 

on (60%) of undivided profits of Fisher Body Corporation, and 
09 f General Motors Acceptance Corporation, amounts to: 1923, 
$9,941,429.28: 1922, $2,978,357.36; so that the net amount earned on 
stock of General Motors Corporation, including amount accrued 

these two Companies is 


Year Ended 
Dec. 31, 1923 


$ 91,698 666.21 
15,055,702.80 


$ 76,642,963.41 


$ 1,906,494.72 
1,876,119.00 
1,980,583.15 
357,867.44 

$ 6,121,064.31 
$ 70,521,899.10 





$ 70,521,899.10 


8,135,000.00 
$ 62,386,899.10 


$ 62,067,525.69 


$ 2.268.161.56 
3,648,092.55 
971,117.00 


$ 6,887,371.11 
*% §5.180,154.58 


$ 65,121,583.86 


Year Ended 
_ Dec. 31, 1922 


$ 80,366,402.47 
13,584.788.95 


$ 66,781,613.52 


$ 4,170, 30 20 
$ 62,611,244.32 


4,553,796.10 
$ 58,057,448.22 


6,250,000.00 
$ 51,807,448.22 


$ 51,496,135.65 


$ 1,860,936.41 
3,597,570.05 
970,721.50 


$ 6,429,227. 
*% 45,066,907.69 


$ 48,045,265.05 





Surplus over and above $10 per share of no par value common 
stock outstanding at the beginning of the year 


Additions through acquisition of properties 


Addition arising from excess over $10 per share of no par 
value common stock issued for employes’ bonus. . 


Deduction account of cancellation of delinquent common 


STUDY OF THE ANTITRUST LAWS 


SURPLUS cCACCOUNT 


stock subscriptions 


Amount earned on common stock, as per income account 


Less: Cash dividends paid on common stock: 


Mar 
June 
Sept 
Dec 
Dec 


Surplus over and above $10 per share of no par value common 


15, $0.30 share 
12, $0.30 share 
12, $0.30 share 
12, $0.30 share 
20, $0.50 share (special) 


stock outstanding December 31 


ATLANTA 


Otnver 
cErroir 
KANSAS CITY 
Los Ance.es 
MINNEAPOLIS 
NEWARK 
NEW ORLEANS 


GENERAL Motors CORPORATION 
224 W. 57th St., New York, N. Y. 


HASKINS & SELLS 
CERTIFIED PUBLIC ACCOUNTANTS 
37 WEST 30TH STREET 
NEW YORK 


Year Ended 
__Dec. 31, 1923 _ 


$ 89,936,863.08 


354,308.00 


__55,180,154.58 
3145,471,325.66 


$ 6,192,962.10 
6,192,998.70 
6,193,020.30 
6,193,044.90 


8 24,772,026.00 


$120,699,299.66 





Year Ended 
- Dec. 31, 1922 


| 


$ 55,814,160.4 
117,111.93 


884,200.00 
45 066,907.69 
$100, 113,980.08 


$ 10,177,117.00 
$ 10,177,117.00 


$ 89,936,863.08 


naw Yor« 
PHILADELPHIA 
ri TTseuReN 
PORTLAND 
Saint Lours 


SALT LAKE city 
SAM FRANCISCO 


SEaTria 


TULSA 


WaTERTOWwN 


MAVANA 
LONDON 


rans 


SHANGHAI! 


New York, N. Y. 
Feb. 19, 1924 


We have audited your general accounts and those of your sub- 
sidiary manufacturing companies for the year ended December 3}, 
1923, and, subject to our not having examined the minutes of your 
governing bodies, 

WE HEREBY CERTIFY that, in our opinion, the accompany- 
ing Condensed Consolidated Balance Sheet, December 31, 1925, and 
related Summaries of Income and Surplus for the year ended that 


date, are correct. 


Haskins & SELLS 
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GENERAL MOTORS CORPORATION 


NDENSED CONSOLIDATED BaLaNce SHEET As OF DecemMBER 31, 1923 anv 1922 


ASSETS 


Current and Working Assets: 
Cash in banks and on hand 


— United States Government Bonds 
7.69 Marketable securities 
10.08 Sight drafts with bills of lading attached, and 
Cc. O. D. items 
Notes receivable 
Accounts receivable and trade acceptances, less 
reserve for doubtful accounts (in 1923, $1,663,- 
274.73; in 1922, $1,431,143.55) 
. Inventories at cost or market, whichever is lower 
~ = Prepaid expenses 
= Total Current and Working Assets 
3.08 Fixed Assets: 


Investment in affiliated and miscellaneous com- 
panies not consolidated. . 

General Motors Corporation stocks held in treasury 

Real estate, plants and equipment 

Deferred expenses 


Goodwill, patents, etc. 


Total Fixed Assets 


TOTAL ASSETS 


Dec. 31, 1923 


$ 47,069,804.57 





9,817.55 


13,283,706.86 
3,452,273.91 


15,820,019.32 
138,678,131.38 
1,587,532.94 


$219,901 286.53 


$ 60,796,034.98 
§,046,322.62 
276,576,055.68 
8,363,207.59 
22,440,811.06 
$373,222,431.93 


$593,123,718.46 





Dec. 31, 1922 


13,179,664.05 
4,455 042.33 


15,921,934.93 
117,417,823.05 
1,358,404.98 


$180,239, 160.36 


255,207 ,970.82 
3,947 ,794.49 
22,370,811.06 
$342,095 873.74 


$522,335,034.10 
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GENERAL MOTORS CORPORATION 


CoNDENSED CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 


LIABILITIES, RESERVES AND CAPITAL 


Current Liabilities: 
Accounts payable 
Notes payable ‘ 
Taxes, payrolls and sundries accrued not due 
Federal taxes 
Accrued dividends on debenture 
stock 


Total Current Liabilities 


and preferred 


Purchase money mortgages 
Purchase money notes, account Fisher ‘Body Corpora- 
tion stock purchase 


Reserves : 
Depreciation of real estate, plants and equipment 

Employes’ investment fund 

Sundry contingencies 

Bonus to employes 


Total Reserves 


Capital Stock : 
Debenture stock 7% 
Debenture stock 6% 
Preferred stock 6% 
Common stock, no par value (at $10 per share) 
Common stock ($100 par value) 


Total Capital Stock 


Interest of minority stockholders in subsidiary com- 
panies with respect to capital and surplus 


Surplus « over and above $10 per share of no par 
value common stock 


Total Capital Stock and Surplas 


TOTAL LIABILITIES, RESERVES AND CAPITAL 


Dec. 31, 1923 


$ 40,299,518.04 
10,000,000.00 
19,430,546.06 
8,272,586.05 


1,148,054.71 
$7 79, 150, 704. 86 


$ 1,218,055.20 


$ 1,218,055.20 


$ 63,248,803.25 
1,526,337.50 
7,538,435.54 
1,914,705.69 


$ 74,228,281.98 


$ 32,931,600.00 
60,801 ,000.00 
16, 183,400.00 
206,463 ,270.00 
700.00 


$316.379.970.00 
1,447 406.76 


120,699 ,299.66 
$438,526,676.42 


$593 123,718.46 


1923 anp 192? 


Dec. 31, 1922 


$ 34,812,441.2 


16, 166,563.70 
1,650,821.9 


1,133,096.23 
8 53,762,923.0¢ 


$ 1,279,750.12 


1,000,000.00 
$ 2,279,750.12 


$ 50,827,907.11 
1,143,962.50 
7,016,667.35 
1,344,098. 71 


$ 60,332,635.6¢ 


$ 32,181,600.00 
60,801 ,000.00 
16,183,400.00 
205,577,500. 
700.00 


$314,744,200.00 
1,278,662.18 


89,936,863.08 
$405, 959, 725 2¢ 
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In the condensed consolidated balance sheet of General Motors Corporation, 
e is an item, investment in affiliated and miscellaneous companies not con- 


dated, carried at $60,796,034.98 as of December 31, 1923. 


This consists of 


irities of companies, not consolidated in the accounts of the Corporation 
hedule of these investments and the value at which they are carried on the 


oks of the Corporation follows: 


Fisher Body Corporation 


x_ =x = = 


eneral Motors Acceptance Corporation 


eral Motors Building Corporation 


estments in Housing Facilities: 
Bristol Realty Company 
House Financing Corporation 
Lansing Home Building Company 
Modern Dwellings, Limited 
Modern Housing Corporation 


\ 


New Departure Realty Company 


{anagers Securities Company 


eral Leather Company 


hler Die-Casting Company 


ellaneous 


Common 
Common 


Common 
Common 
Common 


Common 


Common 
( Common 


{ Preferred 


Shares 


360,480 
60,000 


673 
,000 
020 


mm Ww 


2,500 


10,000 
4,000 
4,000 


$ 567,300.00 
200,000.00 
202,000.00 
161,389.48 

6,999, 168.51 
167,451.72 


$ 800,000.00 
200,000.00 


Total Investment in cAffiliated and Miscellaneous Companies not consolidated 


December 31, 
1923 


8 297,309.71 


1,000,000.00 


1,289,565.91 


$60,796,034.98 
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GENERAL Motors ACCEPTANCE CORPORATION 


Balance Sheet as of December 341, 1923 


ASSETS 


Cash in banks and on hand 
Notes receivable: Notes and acceptances 
Cash in trust 
Foreign bills of exchange: Documentary 
Acceptances 
Accounts receivable: Due from banks by discounts of notes and 
acceptances 
Affiliated corporations 
Others 
Interest earned not received 
Furniture and equipment (less depreciation) 
Investments 
Cash and securities pledged by foreign customers (contra) 
Deferred Charges: Prepaid discount 
Other 


ToTAL ASSETS 


LIABILITIES 
Capital stock 
Surplus 
Undivided profits: Balance as of December 31, 1922 
Net profit for year ended December 31, 1923 


Less dividends 


Notes payable: Collateral gold notes 
Demand notes secured 
banks) , 
Wholesale notes and acceptances rediscounted 
Secured notes (Delco-Light Products) 


(Canadian and London 


Foreign bills of exchange discounted 
Accounts payable: Affiliated corporations 
Others 
Cash and securities pledged by foreign customers (contra) 
Interest and charges received in advance 
Reserves 


Torat LIABILITIES 


$67,319,443.73 
_2,951,416.76 
$ 3,654,058.51 

3,397,429.71 


$ 809,650.01 
23,262.70 

_ 200,171.51 
$ 579,398.62 
_ 25,370.54 


$ 229,256.72 
1,295,788.63 

$ 1,525,045.35 
480,000.00 


$57,577,000.00 


2,971,212.00 
3,318,475.27 
_1,250,000.00 


$ 1,683,519.95 
126,291.05 


$ 6,729,780.83 
70,270,860.49 


7,051,488.22 


1,033,084.02 
5,335.95 
331,360.71 
6,000.00 
80,506.55 


604,769.11 
$86,113, 185.95 


$ 6,000,000.% 
1,500,000.0 


_1,045,045.35 
$ 8,545,045 35 


65,116,687.27 
6,896, 183.4 


1,809 811.0 
80,506.55 
2,361,872.' 
__1,303,079.35 
$86,113,185.9 
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Net sales, net earnings, amount paid in dividends and the amount re-invested 
e business since the beginning of General Motors is shown in the following table: 


Net Sales 


49 430,179 
42,733,303 
64,744,496 
85,603,920 
85,373,303 
94,424,841 
156,900,296 
172,677 499 
96,295,741 
269,796,829 
509,676,694 
567,320,603 
304,487,243 
463,706,733 
698,038,947 


$3,690,240,502 $311,048,655 $40,058,863 $270,989,792 $122,327,219 


Net Earnings 
after 
Federal Taxes 


$ 29,029,875 $ 9,114,498 


10,225,367 
3,316,251 
3,896,293 
7,459,471 
7,249,734 

14,457 803 

28,789,560 

24,780,916 

14,294,482 

14,825,530 

60,005 484 

37,750,375 

* 38,680,770 

51,496, 135 

62,067,526 


$ 


Preferred Balance for 
Dividends Common Stock 


417,621 $ 8,696,877 
642,947 9,582,420 
842,074 2,474,177 
1,040,211 2,856,082 
1,048,534 6,410,937 
1,048,679 6,209,055 


1,048,964 13,408,839 
1,048,964 27,740,596 
1,048,964 23,731,952 

491,890 13,802,592 
1,920,467 12,905,063 
4,212,513 55,792,971 
5,620,426 32,129,949 
6,510,010 *44,990,7%0 
6,429,228 45,066,907 
6,887,371 55,180,155 


$ 


Percent 
Cash Div- 

idends 

Cash Paid to 
Dividends Amount 
Paid on Available 
Common Common 

Stock Stock 


10,730,159 38.68% 
7,430,302 31.31% 
2,294,199 16.62% 
11,237,310 87.08% 
17,324,541 31.05% 
17,893,289 55.69% 
20,468,276 — 

10,177,117 22.58% 
24,772,026 44.89% 


Earnings 
Reinvested 
in the 
Business 
8 696,877 
9,582,420 
2,474,177 
2,856,082 
6,410,937 
6,201,055 
13,408,339 
17,010,437 
16,301,650 
11,508,393 
1,667,753 
38,468,430 
4,236,660 
"65,459,056 
34,389,790 
30,408,129 


45.14% $148,662,573 


General Motors Corporation was incorporated October 13, 1916, succeeding General Motors 


Company, organized September 16, 1908 


e 


§5 


nded July 31 


tFiscal years ended October 1. 


910 months 


1911. tYears 1912-1917, inclusive, are fiscal years ended July 3lst 


months—August 1 to December 31, 1917. *Deficit. 





__Periods 
Ist Quar 
2nd Quar 
3rd Quar 
4th Quar 


Tora. 


STUDY 


OF 


THE 


‘Record of Dividend Payments 


A detailed record of the dividend payments by quarters during the year ended 
December 31, 1923, is as follows: 


907 


oY 
6% 


i/o 
Debenture Debenture Preferred 
Stock Payment 


Stock 
$1.75 
1.75 
1.75 
1.75 
$7.00 


$1.50 
1.50 
1.50 
1.50 


$6.00 


Stock 


6% 


$1.50 
1.50 
1.50 
1.50 


$6.00 


Date 


of 


Feb 1 
May 1 
Aug 1 
Nov 1 


Stock 
of 
Record _ 
Jan 18 
Apr 21 
July 9 
Oct 8 


Common 
Stock 


$0.30 
0.30 
0.30 
0.30 


$1.20 
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Date 
of 
Payment 
Mar 15 
June 12 
Sept 12 
Dec 12 


The payments by years since the organization of General Motors Corporatior 
of Delaware, the present Corporation, follows: 


707 


6% 


o 
6% 


Debenture Debenture Preferred 


1917 
1918 
1919 
1920 
1921 
1922 
1923 


(2) $6.00 
6.00 
6.00 
6.00 
6.00 


(3) $5.25 
7.00 
7.00 
7.00 


(1) $6.00 
00 


6. 
6 
6. 
6. 
6 
6 


00 
00 
00 
00 
.00 


Common 


No Par 


Common 
$100 Par 
(4) $10.00 
12.00 
12.00 


(5) 5.50 


(1) Initial $1.50 quarterly paid Feb. 1, 1917. (2) Initial $1.50 quarterly paid Feb. 1, 1919. (3) Initial $1.75 quarte 
= May 1, 1920. (4) Initial $1.00 quarterly paid Feb. 1, 1917, and thereafter $3.00 quarterly to and including 
‘eb. 1, 1920. 
5) Final $2.50 cash and common stock dividend of 4 shares common no par value paid May 1, 1920. On and after 
March 1, 1920, ten shares no par value common exchanged for each one share $100 par value. 


(6) 


(7) 

cash 
(8) 
(9) 


At the end of 1923 there were 68,063 stockholders. 


Number of Stockholders 


Initial 25 cents quarterly cash and stock dividend of 1/40th share common paid May 1, 1920, which rate wa 
paid August 2, 1920 and November 1, 1920. 

During 1921 on February, May, August and November first business day, each quarterly dividend of 25 cents 

Quarterly dividend due February 1, 1922, was 

“Special” dividend of 50 cents a share paid December 20, 1922, stock of record, November 27, 1922. 

During 1923, on March 15, June 12, September 12 and December 12, a dividend of 30 cents cash was paid 


assed at meeting held January 4, 1922. 


Of the 46,587 commo: 


stockholders, 31,812 owned 100 shares or less and 13,896 owned 10 shares or less 
Of the common stockholders, 10,017 are women. 


The total number of stockholders, all four classes, by quarters, follows: 


Year 
Ended 
Dec. 31 
1917 
1918 
1919 
1920 
1921 
1922 
1923 


*In Janua 


10 shares « 


First 
Quarter 
1,927 
3,918 
8,012 
24,148 
49,035 
70,504 
67,115 


Second 
Quarter 
2,525 
3,737 
12,523 
*26,136 
59.059 
72,665 
67,417 


Third 
Quarter 
2,669 
3,615 
12,358 
31,029 
65,324 
71,331 
68,281 


Fourth 
Quarter 

2,920 

4,739 
18,214 
36,894 
66,837 
65,665 
68,063 


1920, stockholders authorized the exchange of one share of common stock, par value $100 
»f common stock without par value, the first exchange having been made March 1, 1920 
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Number of Employes 


During 1923 the payrolls of General Motors Corporation, not including certain 
.filiated companies, such as Fisher Body, totaled $138,290,734, compared with 
$95. 128,435 in 1922 and $66,020,481 in 1921. 


[he average number of employes for the year 1923 was 91,265, while at the 
1 of the year the number was 97,747. If the employes of the Fisher Body and 

r affliated companies were added, the total would exceed 135,000 at the end 
the year. 


I'he number of employes of the Corporation, not including certain affiliated 
panies, for 1923 and prior years has been as follows: 


1909 14,250 1914 14,141 1919 85,980 
1910 10,000 1915 21,599 *1920 70,612 
1911 11,474 1916 25,666 1921 45,965 
1912 16,584 1917 25,427 1922 65,345 
1913 20,042 1918 49,118 1923 91,265 


* Beginning with the ycar 1920 figures shown in this table are averages for t 


Employes’ Savings and Investment Fund 


A summary of the results of the Savings and Investment Fund since its 
tablishment in 1919 follows: 


Accumulation 
Amount of Interest 
Amount Paid in and Income Withdrawals Net 
Paid in by by Cor- from In- Aggregate by Amount 
Employes poration vestment Receipts Employes in Fund 


$ 3,620,465 $ 1,531,098 $ 1,079,594 6,231,157 $ 1,812,702 $ 4,418,455 
2,598,090 1,143,977 644,576 4,386,643 849,898 3.536.747 
2,603,090 2,162,565 603,801 5 369,456 2,376,157 2,993,299 
4,502,185 4,502,185 382,476* 9,386,846 2,758,781 6,628 064 
2,249,065 2,249,065 22,907 4,521,037 179,382 4,341,654 


$15,572,895 $11,588,890 $ 2,733,354 $29,895,139 $ 7,976,920 $21,918,219 


idition to this amount, which was received in cash, there was also received as a stock dividend 12,604 


1/40th shares of General Motors Corporation Common Stock. 
/ 
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Sales of (ars and Trucks 


The total sales of cars and trucks by months by the Car and Truck Divis 
of General Motors during 1923 compare with previous years as follows: 


1923 1922 1921 1920 1919 
January 49,162 16,088 6,151 34,313 25,038 
February 55,427 20,869 8,912 33 864 25,936 
March 71,669 34,082 13,686 42,504 29,844 
April 75,822 40,474 17,900 42,183 32,991 
May 75,393 46,736 17,793 42,653 39,130 
June 69,708 48,541 27,474 46,852 34,710 
July 51,634 33,772 18,859 45,479 31,720 
August 65,999 42,840 23,049 32,899 31,986 
September 69,081 35,443 24,315 28,796 33,437 
October 86,936 40,3815 23,876 48,302 41,847 
November 66,256 §0,232 17,594 12,798 36,329 
December 61,468 46,871 15,190 12,432 28,770 


Grand Total 798,555 456,763 214,799 393,075 391,738 


The sales by makes of cars for the year ended December 31, 1923, compared 
with the sales of preceding years, follow: 


Passenger Cars 1923 1922 1921 1920 1919 


Buick 218,286 138,501 83,888 116,213 119,853 
CaDILLAc 22,201 22,021 11,130 19,790 19,851 
CHEVROLET 464,800 240,390 75,667 144,502 132,710 
OAKLAND 35,974 20,853 12,661 37,244 54,451 
OLDSMOBILE 33,356 21,216 20,245 26,241 33,345 


Commercial Cars 

CHEVROLET 15,326 2,932 1,489 4,938 2,682 
GMC Trucks 6,968 5,277 2,760 5,137 7,730 
OLDSMOBILE 1,497 1,218 466 8,383 7,782 


Totals 

PASSENGER CARS 774,617 442,981 203,591 343,990 360,210 
CommerciaL Cars 23,791 9,427 4,715 18,458 18,194 
MISCELLANEOUS* 147 4,355 6,493 30,627 13,334 


Grand Total: 798,555 456,763 214,799 393,075 391,738 


* Includes tractors; and also cars and trucks not now manufacturcd. 





STUDY OF THE ANTITRUST LAWS 4287 
Divisions, Affiliated and Miscellaneous Companies 


General Motors has manufacturing plants in 38 cities of the United States, 
Dominion of Canada and overseas. There are 28 major manufacturing 
perations, 27 sales organizations and 8 miscellaneous companies; a total of 
62 members in the General Motors family. 


Passenger and (ommercial (ar Group 


Buick Motor Division! ..eeeeeeeFlint, Mich. 
Buick passenger cars 


Capittac Motor Car Division'................ Detroit, Mich. 
Cadillac passenger cars 


CHEVROLET MANUFACTURING CoMPANIES Detroit, Mich. 


Chevrolet passenger and commercial cars produced in the manufacturing 
and assembly plants located as follows: Flint, Mich,, motors and assem- 
bly; Detroit, Mich., forgings, gears and axles; Bay City, Mich., small 
parts; Toledo, Ohio, transmissions and differentials;' assembly plants 
in these cities: St. Louis, Tarrytown, Janesville, Oakland, Buffalo and 
Cincinnats, 


GeneraL Motors Truck Division’... Pontiac, Mich. 
GMC trucks 


Oaxtanp Motor Car Division’ Pontiac, Mich. 
Oakland passenger cars 


O.ps Moror Works Division! 4:50 de mf 00 
Oldsmobile passenger cars 


Accessory and Parts Group 


ARMSTRONG Sprinc Division!,.......... Flint, Mich. 


Springs for passenger cars and trucks 


Brown-Lipe-Cwapin Division’.................0000000s Syracuse, N. Y. 


Differential gears for passenger cars and trucks 


Dayron Ewoineerinc Laporatories Co.’.............. Dayton, Ohio 
Delco starting, lighting and ignition systems for cars and trucks 
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Detco-Licht Company? Dayton, Ohio 


Farm lighting and power plants; washing machines; water pumps; 
Frigidaire electrically-operated refrigerators 


Generar Morons Cnescan Co." ,....4.00ssdssrewees ts Dayton, Ohio 


Distributor of Eythi Gas, a new and improved motor fuel 


Harrison Rapiator CorPoRATION’.....................Lockport, N. Y. 


Radiators for passenger cars and trucks 


Hyatr Bearincs Division'.......... Newark, N. J. 


Hyatt anti-friction bearings 


Intanp Manuracturinc Company’. Dayton, Ohio 


Steering wheels and wood parts 


Jaxon Steet Propucts Division'......................Jackson, Mich. 


Wheels, rims, tire carriers and rim parts 


Kiaxon Company’ Newark, N. J. 


Klaxon horns 


LancasTeER STEEL Propucts CorporaTIoNn? Lancaster, Pa. 
Cold drawn steels 


Muncie Propvucts Division! Muncie, Ind. 


Transmissions, steering gears and chassis parts 


New Departure Manuracturinc Co.’ Bristol, Conn. 


Ball bearings, coaster brakes, bells and bicycle hubs 


Nortuway Motor & Mrc. Division! Detroit, Mich. 


Motors for passenger cars and heavy-duty trucks 


Remy Exectric Division! Anderson, Ind. 


Starting, lighting and ignition systems for cars and trucks 


Sacinaw MALLEABLE Iron Company? 


Malleable castings 
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Saginaw Propucts Division! Saginaw, Mith. 


Motors; Jacox steering gears for passenger cars and trucks; machining 
and grinding crank shafts; grey iron castings 


Unitep Morors Service, Inc.?..................0e0ee- Detroit, Mich. 


Provides authorized national service for Delco, Remy, Klaxon, Faxon, 
Harrison Radiator, New Departure Ball Bearings, Hyatt Roller Bear- 
ings, A C Speedometers 


Export and Overseas Group 


Detco-Remy, Limirep? London, Eng. 


Sales and service of Delco and Remy products in Great Britain and 
Ireland 


GeneraL Motors or Canapba Limitep? Oshawa, Ont. 


Factories at Oshawa and Walkerville where are made the Cadillac, 
Chevrolet, Oakland, Oldsmobile and McLaughlin-Buick passenger and 
commercial cars and GMC trucks sold in the Dominion of Canada; 
also cars marketed in Great Britain, Ireland and other overseas markets 


CANADIAN PRODUCTS DIVISION® Walkerville, Ont. 


Axles and motors for passenger cars 


GeneraL Motors Export Company’? New York, N. Y. 


Overseas distribution of General Motors cars and trucks, except in 
Great Britain and Ireland 


Genera Motors INTERNATIONAL A/S? Copenhagen, Den. 
Assembly and sale of Chevrolet cars 


GeneRAL Morors Limitep? London, Eng. 


Wholesale distribution of General Motors cars and trucks in Great 
Britain and Ireland 


Hyatt, Limirep’? London, Eng. 


Sales and service of Hyatt Bearings in Great Britain and Ireland and 
Continental Europe 


Overseas Motor Service CorporaTION’...............New York, N. Y 


Sales and service, overseas, of A C Spark Plugs; Klaxon; Delco; 
New Departure bearings; Jaxon; Remy; Hyatt; and other accessories 
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Affiliated Group 
A C Spark Piuc Company‘ Flint, Mich. 
A C Spark Plugs and A C Speedometers 


Doexcer Die-Castinc Company’. Brooklyn, N. Y. 


Die castings 


FisHeER Bopy Corporation‘ Detroit, Mich. 


Owns and controls through stock ownership, Fisher Body Ohio Company; 
Fisher Body St. Louis Company; Fisher Body Company of Canada; 
Nasional Plate Glass Company; Ternsiedt Manufacturing Company 
and other companies; plants in Detroit, Pontiac, Flint and Saginaw, 
Mich.; Cleveland and Cincinnati, Ohio; Buffalo, N. Y.; Blairsville, 
Pa.; Ottawa, Iil.; St. Louis, Mo.; Oakland, Cal.; Fanesville, Wis.; 
Memphis, Tenn.; Walkerville, Ontario, Caneda 


GeneraL LeatHER Company® Newark, N. J. 


Upholstery leather for passenger cars 


Miscellaneous Group 


GeneraL Morors Acceptance Corporation’...........New York, N. 


Finances distribution of General Motors products 


GeneraL Excuance Corporation’®.... New York, N. 


Insurance service for General Motors dealers and purchasers of General 
Motors cars 


Genera Morors Buitpinc Corporation? Detroit, Mich. 
Owns and operates central office building in Detroit 


Generat Motors Research Corporation’.............Dayton, Ohio 


Laboratories for experimental and development work 


Mopern Dwe tines, Limitep’.... Oshawa, Ont. 


Housing for employes at Oshawa 


Mopern Housinc Corporation? Detroit, Mich. 
Housing for employes in Flint, Pontiac and Janesville 
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Bristo. Reatty Company"! Bristol, Conn. 
Housing for employes in Bristol 


New Departure Reatty Company®... Bristol, Conn. 
Housing for employes in Bristol 


e 


Note: —Generat Morors Corporation is primarily an operating con- 
cern owning the plants, properties and other assets of its manufacturing opera- 
tions which are designated in this list of companies as Divisions. Itis alsoa 
holding company owning part or all of the capital stock of other companies 
connected with its activities and designated as subsidiary or affiliated com- 
panies. These relations are indicated by numerals appended after the name 
of the companies: 


Physical assets owned by General Motors Corporation. 

All stock owned by General Motors Corporation. 

All common stock owned by General Motors Corporation. 
Majority of stock owned by General Motors Corporation. 
Large stock interest owned by General Motors Corporation. 
Physical assets owned by General Motors of Canada Limited. 
All stock owned by General Motors of Canada Limited. 

All stock owned by General Motors Acceptance Corporation. 
All stock owned by General Motors Export Company. 

All stock owned by New Departure Manufacturing Company. 
Majority of stock owned by New Departure Manufacturing Company. 


‘ 
SSP MY AA RY DD 


~ 
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Section IT. STATEMENTS REGARDING ACQUISITIONS AND Disposats 


(1) 
AC SparkK PLvG Co., FLINT, MICH 


(25 percent minority interest) 


Date of acquisition: November 1929. 

Consideration paid : $5,500,000. 

What was bought: Stock representing the 25 percent minority interest of th 
company 
Reason for acquisition 


This company (originally the Champion Ignition Co.) was founded by W. ( 
Durant and Albert Champion in 1908 and came into General Motors in 1910 
when Durant transferred his 75 percent interest to the corporation. Champion's 
25 percent minority interest in this company was acquired in 1929 from his widow 
who desired to sell after Mr. Champion’s death in 1927. 


(2) 
ALLISON ENGINEERING CO., INDIANAPOLIS, IND. 


Date of acquisition : April 1929. 

Consideration paid : $592,168. 

What was bought: The Allison Engineering Co., an experimental and engineer 
ing operation. Its physical property considered of a small building in Indian 
apolis. Apart from its manufacture of a copper-lead bearing suitable for hig! 
pressure loads in aviation work, it had no commercial line of products. However 
it was a versatile engineering organization which had done development work 
ou Army aircraft engines, a diesel engine for dirigibles, transmissions for aircraft 
propellers, and a 150-horsepower engine for a family airplane. 

Reason for acquisition 


In 1928, James Allison, the founder of the company, died. His estate was 
offered for sale first to two companies in the aircraft industry which were inter 
ested only in acquiring the patents and a few of the personnel. General Motors’ 
offer included a stipulation that the business would be kept intact in Indianapolis 
for at least 10 years 

Allison Engineering’s research and experimental work was closely related to 
General Motors’ interest in internal combusion engine development. General 
Motors at that time was. considering entry into the diesel field and into the 
aviation industry, particularly in connection with a small family airplane (se¢ 
North American Aviation), for which Allison had been developing a small 
engine. General Motors expected that the experience and know-how of the unit 
and personnel would be a valuable addition in connection with General Motors 
own experimental work; and General Motors know-how in mass-production 
technique could be applied to the manufacture and distribution of the many 
potential new products in these fields. 


What was done with the property 


For the first 10 years, General Motors invested approximately $4 million in 
the business for additional research with a virtually unbroken record of unprofi 
table operation A 750-horsepower dirigible engine was developed but the 
principal development was the 1,000-horsepower liquid-cooled aircraft engine 
the Allison V-1710. In 1939, General Motors put in an additional $6 million to 
build a plant for the manufacture of this engine at the request of the Wai 
Department. With the start of the defense program, General Motors assigned 
a management team with production, manufacturing, and engineering experts 
assembled from its plants throughout the country, to undertake full-scale pro 
duction. During World War II about 70,000 aircraft engines were produced, or 
approximately 9 percent of the total United States engine production for the 
period. An initial price of $22,860 was reduced to $9,304 by 1945 for an engine 
with 50 percent more horsepower than the original. 

Since World War II, Allison has continued experimental and development 
work for the defense program. In addition, extensive development work was 
also carried on for commercial transmission applications. It has been one of 





STUDY OF THE ANTITRUST LAWS 4293 


e principal producers of the jet engines for the Government and pioneered in 
e development of the turbo prop engine. In September 1955 Allison received 
ts first commercial order for an aircraft engine, the Allison 501-D13 for the 
{merican Airlines Electra 
\fter World War II, Allison worked with Ordnance to design and develop 
satisfactory tank transmission. Starting with the Korean emergency, pro- 
ction of these tank transmissions was greatly accelerated for use in tanks and 
her heavy Ordnance tactical vehicles. Production of 
ntinues currently at a reduced schedule. 
[In order to keep its expanded facilities in production after the war, Allison 
is also put to work producing parts for diesel locomotives, transmissions and 
rque converters for heavy vehicles and for large diesel engines. 


these transmissions 


omparison of existing assets with assets acquired (excluding cash and 
securities ) 
Apr. 1, 1929 


$699, 000 
Tune 30, 1955 


213, 186 
mparison of products manufactured 
\t acquisition: Bearings. 
Current: Defense—Turbojet and turboprop aircraft engines; transmissions 
nd power trains for tanks and other heavy ordnance tactical vehicles ; bearings 
r aircraft, tank engines, and tank transmissions. 
Commercial—Transmissions for heavy-duty vehicles and rail 


cars; torque 
nverters; diesel engine blowers: 


marine reduction and reverse gears; diesel 
ocomotive parts; precision bearings, turboprop engines for commercial aircraft. 


(3) 
ARMSTRONG SPRING Co., FLINT, MICH. 


Date of acquisition: December 1923. 

Consideration paid: $1,623,186. 

What was bought: A plant located in Flint, Mich., manufacturing springs for 
passenger cars and trucks. 
Reason for acquisition 


Mr. Armstrong acquired some spring-making facilities in 1920 from the re 
eiver of the Standard Parts Co. and at that time secured a temporary advance 
of $1 million from General Motors through Mr. Durant on the understanding 
that the advance would be refinanced elsewhere as soon as possible. After 
} years Mr. Armstrong was unable to refinance the advance and he was interestea 
in selling. 

General Motors did not manufacture springs at that time. Mr. Knudsen, then 
u charge of Chevrolet, urged that the corporation should manufacture a con- 
<ervative percentage of this important component in order to have one assured 
source of supply which could be developed by overtime operation to take care 
of extra needs. 

What was done with the property 


Production of springs for passenger cars and trucks was continued in the same 
ocation, which was operated as the Armstrong Spring Division of the corpora- 
tion. This activity was transferred to Buick Motor division in May 1982 and 
has been integrated into Buick manufacturing operations. 


(4) 
ASSOCIATED TRANSPORT, INC. 
(Stock interest) 


Date of disposal: August 1950. 

Consideration received : $143,850. 

What was sold: 1,500 shares of preferred stock. 
Reason for sale 

Associated Transport was a trucking company operating in the Middle 
Atlantic, Eastern, and Northeastern States. In order to provide additional 


working capital for the company, Yellow Truck & Coach Manufacturing Co. 
purchased 1,500 shares of nonvoting preferred stock. 
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In 1950 General Motors (after its acquisition of complete ownership of Y; 
low Truck & Coach Manufacturing Co.) ; sold the stock in accordance wit} 
policy of disposing of minority equity investments. 


(5) 
BEARING SERVICE CoO. 
(50 percent stock interest ) 


Date of disposal: December 1922. 

Consideration reecived : $44,030. 

What was sold: This company was organized in 1916 as a joint sales and 
service agency for Hyatt and Timken bearings. Upon acquisition of Hyatt 
through United Motors Corp. General Motors acquired Hyatt’s 50 percent inter- 
est in Bearings Service Co. In 1922 service of General Motors’ bearings pro 
duction was taken over by United Motors Service and General Motors sold its 
interest in the Bearing Service Co. to Timken. 


(6) 
BENDIX AVIATION CORP. 
(23 percent stock interest ) 


Date of disposal: Years 1939-40, 100,010 shares; year 1948, 399,990 shares 

Consideration received: Years 1939-40, $3,049,832; year 1948, $10,368,487 
total, $13,418,319. 

What was sold: A total of 500,000 shares of common stock of Bendix Aviation 
Corp., acquired in 1929 at an investment of $15,090,579. 
Reason for sale 


Bendix Aviation Corp. was founded in 1929 as a consolidation of several com 
panies in the aviation and automotive accessories field. It manufactured parts 
for airplanes, wheels and brakes, carburetors, magnetic starters, ignition equip 
ment, ete. It owned and controlled many important patents in these fields and 
had a highly qualified technical organization with prospects of achieving future 
advances in these fields. 

General Motors acquired 23.8 percent interest in the capital stock in connection 
with its program to enter the aircraft business (see North American Aviation) 

In 1948, in accordance with its policy of disposing of minority equity invest 
ments, General Motors sold the stock. 

At that time, Bendix operated 11 plants and was one of the principal manu- 
facturers of aviation, automotive, marine, and radio accessories and products, 
including braking systems, carburetors, landing gears, instruments, marine com 
munication systems, and radio equipment. Its total assets amounted to approxi 
mately $123 million. 


(7) 
BONDALL Corp., St. Louis, Mo. 


Date of acquisition: June 1939. 

Consideration paid : $159,710. 

What was bought: The assets of the Bondall Corp. which had developed a new 
and promising type of clutch facing and also a satisfactory brake lining. No 
substantial commercial production had been undertaken by this company at the 
time of acquisition. Bondall owned no building of its own but operated out of a 
small space on one floor of a leased building. 


Reason for acquisition 

The owner was anxious to dispose of the company because it was losing mone) 
and because his manager was desirous of getting out of the busines. Genera! 
Motors felt the products were an improvement and desired to put them into pro 
duction. 
What was done with the property 

Inland manufacturing division of General Motors Corp. moved the operations 


to their Dayton plant shortly after the purchase where more adequate engineer 
ing facilities would enable them to further develop the products. Soon after 
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wing to Dayton the manufacture of the clutch facings was discontinued be- 
ise the product as developed by Bondall was not marketable in light of further 
provements in this field. The Bondall type brake lining was improved by 
and and the improved product is still manufactured and sold 


(8) 
BroaD Brook Co., BrcaD Brook, CONN. 
(49.9 percent stock interest) 


Date of disposal: November 1953. 

Consideration received: $1,097,650. 

What was sold: 49.9 percent interest in the Broad Brook Co., consisting of 
1980 shares of common stock. The company was engaged in the manufacture 
if woolen fabrics for clothing and automotive uses at a plant in Broad Brook, 
Conn 


Reason for sale 


General Motors’ interest in this company originated through Fisher Body 
vhich had acquired it in 1919. At that time almost all quality woolens of a 
type desired by Fisher for closed bodies had to be imported from England. 
Broad Brook was a small United States manufacturer producing this type of 
juality cloth for clothing, and the investment was made by Fisher for the pur- 
ose of stimulating and encouraging United States production of quality woolens 
for automotive uses and in that connection to obtain knowledge of cost and 
juality of woolen fabrics for the development of a satisfactory product for 

sed cars at a reasonable cost. 

In 19538, the stock was sold in accordance with General Motors’ policy of dis- 
posing of minority interests in companies engaged in unrelated activities. 


(9) 
BROWN-LIPE-CHAPIN Co., SYRACUSE, N. Y. 
(78 percent interest) 
Date of acquisition : December 1922. 
Consideration paid: $7,000,200. 
What was bought: A 78 percent stock interest in the Brown-Lipe-Chapin Co. 
his company had been the principal supplier of differential gears for General 


Motors cars almost from the latter’s birth and Durant had acquired a 22 percent 
stock interest in 1910. The company had a plant located in Syracuse, N. Y 


feason for acquisition 


In 1922, General Motors was interested in expanding production and improv- 
ing processes of this important automotive part. This was difficult with a 
minority stock interest. When the opportunity arose to acquire complete owner- 
ship of the company, General Motors bought out the outside interests. 


What was done with the property 


The Brown-Lipe-Chapin Co. continued to manufacture differential gears, 
fiilated with General Motors as a division. In 1933, gear-making operations 
were transferred elsewhere within General Motors. In 1936, Guide lamp division 
took over the plant in Syracuse, N. Y., for the production of lamps, bumper 
guards, and hubcaps. This operation continued until 1942 when lamp produc- 
tion was returned to Guide lamp’s Indiana plant and the Syracuse operation 
was established as the Brown-Lipe-Chapin division of General Motors. 

This division of General Motors now produces the following products: 

Commercial: Hubcaps, wheel disks, bumper guards; radiator grilles; zinc 
liecastings, miscellaneous chrome-plated parts. 

Defense: Compressor stator blade carrier assemblies; turbine stator blades for 
Sapphire jet engines. 


(10) 
BUTLER PISTON Co., INDIANAPOLIS, IND. 


Date of acquisition: February 1929 

Consideration paid: $150,000. 

What was bought: Land, buildings, machinery, equipment, and inventory of 
small, unincorporated company operated by Charles R. Butler primarily as a 
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large experimental shop for development of aluminum pistons, but which als 
produced aluminum pistons for the diesel-engine trade. 


Peason for acquisition 


Butler and his chief engineer had done a great deal of design work on alun 
num pistons and it was felt they would be valuable men to have in the Gener 
Motors organization. 


What was done with the property 


Piston production was continued at Indianapolis for about 2 years, at whic} 
time operations were transferred to Anderson, Ind. The Indianapolis property 
was idle for several years and from 1934 to 1942 was rented to various Goy 
ernment agencies at a nominal monthly rental. In 1942 the property was sold 
for $5,500. The equipment was retired by obsolescence or was worn out and 
discarded. 

Piston production was continued at Anderson until 1944 when the operation 
was transferred to Allison-Bedford Foundry which later became Fabricast di 
vision and is still in operation and among other items produces small quantities 
of aluminum pistons for Cleveland diesel engine division. 


(11) 
CONSOLIDATED FREIGHTWAYS, INC. 
(Stock interest) 

Date of disposal: December 1951. 

Consideration received : $82,644. 

What was sold: 5,000 shares of common stock and 2% shares of preferred stock 
of the Consolidated Freightways, Inc. 
Reason for sale 

In 1941, Pacific Midland Co., a trucking company on the west coast, was in 
need of capital for expansion. Yellow Truck & Coach Manufacturing Co 


purchased nonvoting preferred stock in order to assist in providing such capital 
Pacific Midland was liquidated in 19483 and, as a result of the dissolution, 


Yellow Truck & Coach Manufacturing Co. received common and preferred 
stock of Consolidated Freightwavs, Inc. 

In December 1951, General Motors (after having acquired complete owner 
ship of Yellow Truck & Coach Manufacturing Co.) sold its holdings in Con 
solidated Freightways in accordance with its policy of disposing of minority 
stock interests. 


(12) 
Day FAN E.ectric Co., Dayton. OHIO 


Date of acquisition: September 1929. 

Consideration paid : $997,354. 

What was bought: The Day Fan Electric Co., which manufactured Day Fan 
radios under a general license and also produced fractional horsepower motors 
for certain refrigeration and pump companies, and desk and ceiling fans. 


Reason for acquisition 


The primary object of buying Day Fan was to acquire a license which Day 
Fan had to make radios. This was believed to be necessary because negotiations 
with the owners of controlling radio patents had resulted only in an offer to 
give General Motors a license limited to the manufacture of radio sets for 
automobiles. General Motors did not consider it feasible to manufacture radios 
at low cost without being free to go into the general market, including household 
sets. 


What was done with the property 


The radio assets of Day Fan were taken over by the General Motors Radio 
Corp. which was formed to manufacture and sell car and household radio sets. 
The venture was unsuccessful and the General Motors Radio Corp. was liquidated 


in January 1933. The remainder of the Day Fan assets were assumed by Delco 
Products Co. 
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(13) 
DOEHLER DIE Castine Co., BRooKLYN, N. Y 
(40 percent stock interest) 


Date of disposal : March 1924 through March 1925. 
Consideration received : $1,160,000. 
What was sold: General Motors 40 percent stock interest, common and pre- 
rred, which had been acquired by Durant in 1918. This company was a success- 
going concern and was a pioneer in the field of diecasting of the softer metals 
In 1924, Mr. Doehler, the head of Doehler Die Casting Co., was desirous of 
ithdrawing some of his capital from the business in order to diversify his 
nvestments. A refinancing plan was proposed requiring the addition of new 
ipital. It was determined by General Motors that its capital could be better 
iployed in its own operations. Accordingly, it was decided to sell its interest. 


(14) 
ELECTRO-MOTIVE Co., CLEVELAND, OHIO 


Date of acquisition : November 1930. 

Consideration paid : $1,194,143. 

What was brought: The Electro-Motive Co., which had no manufacturing facil- 
ties. It was engaged in the business of designing, selling and servicing rail 
irs, powered by gasoline-electric engines for use on railroad branch lines and 
nterurban operations. Equipment was built to the company’s specifications by 
utside suppliers and the complete rail car unit assembled by outside car builders 


Reason for acquisition 


By 1930, Electro-Motive’s business prospects were dimming. Gasoline prices 
had gone up reducing the economic advantage of gas-electric cars over steam. 
\t the same time the railroads were demanding more horsepower so that there 
eemed no future for a gas rail car unless a new lightweight engine producing 
n excess of 800 horsepower could be developed. Electro-Motive had secured its 
‘as engines from Winton and was aware of Winton’s move to General Motors. 
\n association with General Motors, in view of this research project, seemed the 
inswer to the Electro-Motive problem. 

From General Motors’ standpoint, its diesel research pointed to rail transporta- 
tion as a major field for the application of diesel power. Electro-Motive’s man- 
igement could contribute its knowledge of the technical problems involved in 
the application of power for railroad usage. 

What was done with the property 

For 2 years after the acquisition, Electro-Motive’s rail car business was virtu- 
ally at a standstill and the company’s operations were conducted at a loss. 
\ttention of its personnel was increasingly occupied in working with General 
Motors research in the development of the 2-cycle diesel then being developed 
in Detroit. The first model was eventually built at Winton. (See Winton 
Engine Co.) In 1933, the Electro-Motive facilities were merged with Winton 
ind in the same year the first order was received for a 2-cycle diesel powered 
ocomotive, the Burlington Zephyr. During these 3 years after acquisition, 
General Motors invested several million dollars in the Electro-Motive operation 
while the enterprise was operating inthe red. In 1935, General Motors embarked 
upon mass production of diesel electric locomotives through a new Electro- 
Motive division established at a plant constructed at LaGrange, Ill., and thus 
began a new industry and a new product which eventually supplanted steam 
ocomotives on United States railroads. 


Comparison of existing assets with assets acquired (excluding cash and 
securitics) 
{In thousands] 


Total 
lectro-Motive Co., Nov. 30, 1980 $1, 276 
lectro-Motive division, June 30, 1955 _. 130, 874 


I 
E 
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Comparison of products manufactured 


Before acquisition: No manufacture, design only. 
( urrent 

General purpose locomotives 

Switcher locomotives 

Freight locomotives 

Passenger locomotives 

Export locomotives 

Canadian and export components 

Service parts 

Overhaul and rebuilding of locomotives 

Mobile and stationary power generating equipment 


(15) 
ENGINEERING PROJECTS, INC., DAYTON, OHIO 


Date of acquisition: June 1940 

Consideration paid: $185,168. 

What was bought: The assets of Engineering Projects, Inc., which consist: 
principally of office equipment and patents. The company had 20 employees 
and operated out of leased premises. It was an experimental and development 
organization which had made progress in a new type of variable pitch, hydra 
lically activated hollow steel propeller blade. 

Reason for acquisition 

The owners of Engineering Projects were unable to obtain capital to expand 
their experimental work and to go into commercial production. They had been 
attempting to work out arrangements either for selling the firm or for attract 
ing new capital. Two other companies then producing propellers were ap 
proached as was a third company in the aviation manufacturing business but no 
satisfactory arrangements were arrived at. (General Motors was approached 
and the sale was concluded. 

(;eneral Motors was interested because this activity fitted in with the aircraft 
engine development program at its Allison division. 


What was done with the property 


Development work was continued and expanded. Production of propeller 
assemblies was undertaken and for this purpose a plant and office building were 
constructed at Dayton and additions were subsequently made thereto in order to 
meet production requirements. Actuator assemblies, air-driven equipment and 
turbine components associated with the aircraft industry have also been added 
as production items. This operation is now known as Aeroproducts Operations 
Allison division. 


Comparison of existing gross assets with assets acquired (excluding cash and 
securities ) 


At June 1, 1940_-__- : - ‘ : < - $194, 000 
At June 30, 1955_- . mar = 23, 113, 000 


Comparison of products manufactured 


At acquisition : Experimental production only of hydraulically operated hollow 
steel propeller blades and hubs. No commercial manufacture. 
Current: 
Propeller assemblies 
Actuator assemblies 
Air-driven equipment 
Turbine components 
Hydraulic starters for diesel engines 


(16) 


THE Evciip Roap MACHINERY Co., Euciip, OHIO 


Date of acquisition : September 1953. 

Consideration paid : $18,904,401. 

What was bought: The net assets of the Euclid Road Machinery Co. This com 
pany had plants in Euclid, Ohio, and Edinburgh, Scotland, which were engaged 
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the manufacture and distribution of off-the-road earth-moving equipment 
sting principally of rear-dump trucks, 
ipers and power loaders 


con- 
bottom-dump trucks, self-propelled 


ison for acquisition 


I 
| 


uclid was one of the smaller companies in the earth-moving equipment indus 
with production concentrated principally on dump trucks on which there was 
limited volume. The Euclid management believed it needed to expand its 
e, particularly into the crawler-tractor field, in order to compete successfully 
ith its larger, full-line competitors but did not have sufficient capital for this 
urpose. It therefore approached General Motors. 
[wo years before the negotiations, General Motors had begun a study of the 
ssibilities of entering the off-the-road truck and and earth-moving industry 
rough its GMC Truck & Coach division, and had established an engineering 
epartment for this purpose. It was believed that General Motors could make 
i substantial and needed contribution in this important and growing field through 
pplication of its mass production techniques and adaptation of its technical 
roficiency in heavy-duty transmissions, diesel power, heavy-duty trucks and 
inks. Development of higher powered and more efficient equipment was par- 
cularly necessary for reduction of costs in the Nation’s multibillion-dollar- 
idbuilding program. General Motors had been unable to interest the prin- 
pal earth-moving equipment manufacturers in the application of hydraulic 
nsmissions to such equipment with great increases in efficiency, althought it 
ad spent over $2 million in designs and applications and even in construction 
f pilot models in such an effort. Obtaining the services of the able management 
f the Euclid Co. with its experience in the industry appeared to be an oppor- 
inity to advance effectively General Motors’ activities in this new field. 
Vhat was done with the property 


Experimental and development work at Euclid has been greatly enlarged and 
many of the General Motors personnel engaged in this work were transferred to 
Kuclid. Many new models and designs have been put into production and others 
ire in the process of development. One of the additions to the line, a 388-horse- 
ower (2 engines at 194 horsepower each), crawler-type tractor powered by twin 
diesels, with hydraulic transmission, was designed by General Motors prior 

» its acquisition of Euclid and is now being produced in a new plant. Its usage 

the Indiana Turnpike has been regarded as reducing earth-moving costs by 
0 percent. 

(17) 
FISHER Bopy Corp., DETROIT, MICH. 
(40 percent minority interest) 


Date of acquisition : June 1926. 

Consideration paid : $60,593,434. 

What was bought: The remaining 40 percent minority interest in the Fisher 
sody Corp. 


Reason for acquisition 


In 1919 General Motors, under Durant, acquired 60 percent of the stock of 
Fisher Body Corp. under arrangements which left the Fisher brothers in con- 
trol of the management. At the same time a contract was made with Fisher for 
the supply of General Motors’ requirements of bodies on a cost-plus-profit basis. 

In the early 1920's, with the increase in volume due to increases in General 
Motors car sales and increases in usage of closed bodies, Fisher had to build new 
plants—also many of its old plants were not properly located. Fisher was un- 
villing to seek new capital for this expansion. In addition, the cost-plus-profit 
contract had become undesirable as General Motors, under this contract, was 
vurchasing closed bodies from Fisher at prices not competitive with those of 
other closed-body manufacturers. The presence of the minority stockholders 
and recognition of their rights made it impossible for General Motors to secure 
the needed price reductions under the contract, and, in addition, to expand and 
integrate Fisher Body plants across the country in keeping with the then rapidly 
expanding General Motors passenger car volume. Complete ownership enabled 
General Motors to expand and coordinate body production with engine and 
chassis production and to secure operating economies which were impossible 
inder separate operation. 





4300 STUDY OF THE ANTITRUST LAWS 


(18) 
GENERAL LEATHER Co., NEWARK, N. J. 
(50 percent stock interest) 


Date of disposal: May 1924. 

Consideration received: $1 million. 

What was sold: 10,000 shares of stock of the General Leather Co. 
Reason for sale 


In 1920, General Motors was a large user of leather for upholstering cars 
when Mr. Durant purchased a half interest in the General Leather Co. of New 
ark, N. J. In 1923, operations of the business became less and less satisfactory 
due principally to internal disputes between the executives of General Leather 
It was felt that skillful management would be required to restore the situation. 
but the leather business was something about which General Motors executives 
knew comparatively little. When an offer was made by outside interests to 
purchase General Motors’ stockholdings, it was welcomed and accepted. 


(19) 
GOODYEAR TIRE & RuRBBER Co., AKRON, OHIO 
(Minor stock interest) 


Date of disposal: January 1921. 

Consideration received: $63,802. 

What was sold: 3,968 shares of Goodyear common stock which were acquired 
early in 1920. 
Reason for disposal 


In 1920, Durant acquired 3,968 shares of stock in the Goodyear Tire & Rubber 
Co. In 1921, in connection with the reorganization of the operations by the 
new management, it was felt that General Motors had no interest in the rubber 
business from a manufacturing standpoint. In addition, cash was needed 
because of General Motors financial condition and the stock was sold at a loss 
of $494,947. 


(20) 
GREYHOUND Corp. 
(3% percent stock interest) 


Date of disposal: April 1948. 

Consideration received: $3,631,181. 

What was sold: Approximately 3% percent interest in common stock of the 
Greyhound Corp. 

Early in 1930, Yellow Truck & Coach provided a small amount of capital t 
two intercity bus operators, to which it had been supplying buses, to assist 
them in needed expansion of operations. These operators were not in good 
financial condition and with the depression underway had not been able to get 
capital elsewhere. One was Blue & Grey Transit Co. which operated between 
Richmond and Washington and north to New York. The other was Camel Cit) 
Coach which operated between Washington, Richmond, and South Charleston 
In September of 1930, Camel City and Blue & Grey Transit to permit operating 
economies merged into the National Highway Transport Corp., and Yellow 
Truck’s stock in Camel City and Blue & Grey was exchanged for stock in 
National Highway Transport. Yellow Truck’s stockholdings constituted a 
minority interest. In 1931, Greyhound Corp. acquired part of Yellow Truck & 
Coach Manufacturing Co.’s interest in National Highway Transport (subse- 
quent to which the name was changed to Atlantic Greyhound Lines, Inc.) and 
the balance in 1934. 

This was done through an exchange of shares so that as a result of its origina! 
interest in Blue & Grey Transit and Camel City, Yellow Truck & Coach as of 
August 1934 held a stock interest in the Greyhound Corp. amounting to approxi 
mately 3% percent of the total stock of Greyhound. 

In 1948 (after having acquired complete ownership of Yellow Truck & Coach 
Manufacturing Co., now GMC Truck & Coach Division), General Motors, in 
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‘cordance with its policy of disposing of minority equity investments, sold its 
«kholdings in Greyhound Corp. in the open market. 


(21) 
GuIpDE Motor LAMP MANUFACTURING Co., CLEVELAND, OHIO 


Date of acquisition : October 1928. 

Consideration paid: $914,181. 

What was bought: A plant located in Cleveland, Ohio, manufacturing auto- 
bile lighting equipment. 


ason for acquisition 


In 1928, General Motors, which had been heretofore manufacturing only tail 
nps through Delco-Remy, commenced the manufacture of head lamps. When 
e owners of Guide, which manufactured head lamps and tail lamps, offered its 
operties to General Motors, this seemed an opportune way of expediting Gen- 
al Motors entrance into the head-lamp business, especially since Guide’s man- 
gement personnel was expert in this field. 


Vhat was done with the property 


Upon acquisition, this company was made part of the Delco-Remy operations. 
{ll head-lamp business was concentrated at Guide in Cleveland and tail-lamp 
isiness at Delco-Remy in Anderson. In January 1929, all lamp activities were 
ivorced from Delco-Remy and the Guide Lamp Corp. was formed, with plants 
Anderson, Ind., and Cleveland, Ohio. Production of lamps was continued in 
(leveland until construction of a new factory building in Anderson in 1930, at 
hich time activities were concentrated in Anderson. In 1933 the Anderson 
peration became the Guide Lamp division. The Cleveland property was trans- 
ferred to the Cleveland Diesel Engine division. 


Comparison of existing gr0ss assets with assets acquired (excluding cash and 
securities ) 


At Jan. 31, 1920. - eee cee tee _. $2,620,000 
t June 30, 1955__ sah oy ; it z _ 36, 235, 000 


omparison of products manufactured 


At acquisition: Automobile lighting equipment. 
Current: 

Automobile lighting equipment 

Mirrors 

Traffic light viewers 

Turn signal switches 

Reflex reflectors 

Stampings 

Die castings 

Molded plastic parts 

“Autronic eye’ automatic head-lamp controls 


(22) 
HEAT TRANSFER PrROpuUctTS CorpP., HUNTINGTON, IND. 


Date of acquisition: October 1934. 

Consideration paid: $200,000. 

What was bought: The principal assets of Heat Transfer Products, including 
ame of company, machinery, tools, and inventory and a license for the manu- 
facture of a new type of condenser and evaporator. 

Heat Transfer Products Corp. was a subsidiary of Caswell-Runyan Co., manu- 

cturers of wood products. It had been incorporated on August 10, 1933, for 
i¢ Inanufacture of the new type condenser and evaporator. 
Reason for cequisition 

The owners of Heat Treansfer Products Corp. approached Frigidaire division 
f General Motors offering this activity for sale since they were primarily in- 
erested in the manufacture and sale of wood products, i. e., cedar chests and 
adio cabinets. Frigidaire had purchased a number of condensers and evapo- 
ators for test purposes from Heat Transfer Products Corp. These devices were 
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ised in connection with the compressor on a refrigerator. Frigidaire felt th 
at Transfer type had advantages in respect to cost of manufacture. 


as done with the prope rty 


l’rigidaire division produced condensers and evaporators of the Heat Trans 
fer type until 1936. After that date, Frigidaire used an improved type of co: 
denser and evaporator of its own design. Harrison Radiator division continued 
for a period to manufacture the Heat Transfer condenser and evaporator sinc 
this type of construction was applicable to Harrison products. These items are 
now no longer produced 


(23) 
HERTZ DRIVURSELF COS. AND STERRETT OPERATING SERVICE, INC. 


Date of disposal: August 1953. 

Consideration received: $6,492,623. 

What was sold: Substantially all of the outstanding stock of the Hertz Drivur 
self Cos. and Sterrett Operating Service, Inc. The Hertz Drivurself Cos. com 
prised six corporations, which were engaged in the business of renting passenge: 
cars and trucks in different sections of the country. The Sterrett Operating 
Service, Inc., was engaged in renting trucks. 


Reason for sale 


The rental of passenger cars had been commenced by Hertz prior to the merger 
of Yellow Cab Manufacturing Co. with Yellow Truck & Coach Manufacturing Co 
(see Yellow Truck & Coach Manufacturing Co.). At that time, the cars used 
were the taxicab type of heavier construction which were thought needed for the 
type of hard service which rental cars would get. Yellow Cab Manufacturing 
Co. had just started the business and was the first company in the field. Yellow 
Truck & Coach developed and expanded the business in order to demonstrate the 
value and need for such a service and, hence, to broaden the automobile market 

After the war, it became increasingly apparent that the rental business was 
growing rapidly and in order to compete successfully, that additional capita) 
would have to be put into Hertz and its organization considerably expanded. 

It was felt that General Motors’ original objective of demonstrating the need 
and profitability of the car and truck rental business had been accomplished 
Since Hertz was a service business, in which General Motors had no special 
competency, rather than a manufacturing business, General Motors decided t 
dispose of its interest in accordance with its policy of getting out of businesses 
in which it could no longer make a real contribution. 

In 1953, therefore, offers for the business were entertained and the stock was 
sold to the Chicago Motor Coach Co., a subsidiary of the Omnibus Corp. 


(24) 
INDEPENDENT LAMP & WIRE Co. AND NOVELTY INCANDESCENT LAMP Co. 


Date of disposal: December 1921. 

Consideration received: $1,205,000. 

What was sold: In 1910 General Motors through Durant acquired a 75 per 
cent interest in the Novelty Incandescent Lamp Co. In the same year Durant also 
acquired an 80-percent interest in the Heany Co., a holding company controlling 
the Heany Lamp Co. and other associated companies (subsequently called Inde 
pendent Lamp & Wire Co.). These companies were active in the manufacture of 
incandescent electric lamps, wire, etc., under patents which were subsequently 
declared invalid 

As a result, in 1921, the assets of Independent Lamp & Wire Co. and Novelty 
Incandescent Lamp Co. were sold and the companies dissolved. 


INTERNATIONAL FREIGHTING Corp., NEW YorK, N.Y. 


(One-third stock interest) 


Date of acquisition: January 1936. 

Consideration paid: $75,000. 

What was bought: One-third common stock interest (150 shares) in the Inter 
national Freighting Corp., a small shipping company operating principally in the 
east coast-South American trade 
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Reason for acquisition 


In 1935, General Motors overseas operations division was a big user of cargo 
ace and was seriously concerned with increased freight rates on oceangoing 

hipments. It also had some shipping to South American ports. It was decided 
purchase an interest in an existing company with the advantage of (1) 

curing some protection against shipping shortages in the South American trade 

nd (2) acquiring firsthand knowledge of the cost of operating ships as a gide 
determining fair shipping rates 


that was done with the property 


Still retains interest 
(26) 


JAXON STEEL Propucts Co., JACKSON, MICH 


Date of disposition: June 1930 

Consideration received : $5,172,639 

What was sold: Jaxon Steel Products came into General Motors in December 
1, 1918. as a part of United Motors. Jaxon Steel manufactured wood and wire 
heels and parts and supplied these parts to other General Motors operations 
1d 10 other car manufacturers 


Reason for sale 


Kelsey-Hayes Wheel Co. had developed certain machines for the manufacture 

f wheels which made it possible to produce wheels at low costs. In order to obtain 
he lower costs made possible by the use of this method, and because the manage- 
ent personnel at Jaxon had shown no special competency in this field, General 
Motors decided to discontinue Jaxon Steel as a source of supply for wheels and to 
place half its wheel business with Kelsey-Hayes, and the Jaxon plant was sold 


(27) 
KINETIC CHEMICALS, IN¢ 
(49 percent stock interest) 


Date of disposal: December 1949. 

(‘onsideration received : $9,713,079 

What was sold: A 49 percent interest (9,800 shares) in the Kinetic Chemicals, 
¢., a company with plants at Deepwater, N. J., and East Chicago producing 
‘on, a chemical used as a refrigerant and in aerosol “bombs” and other 
lorine Compounds. 


Reason for sale 


General Motors had a 49 percent interest in Kinetic Chemicals, Ine. This 
mpany was formed in 1930 with du Pont to manufacture the refrigerant Freon 
fluorine compound), an important invention of General Motors supplanting the 
xic, inflammable refrigerants theretofore used. By the late 1940's, it appeared 
that, as a nontoxic and noninflammable refrigerant, Freon had been perfected 
nd the attention of Kinetic was tQrned more and more to the development of 
ther fluorine compounds for the chemical industry. General Motors’ principal 
bjectives—the perfecting of a safe refrigerant and establishment of a commer- 
ially successful source of supply—had been accomplished. Therefore, in 
ordance with its policy of disnosing of interests in fields in which it could not 
ake a contribution, General Motors sold its holdings to du Pont. 


(28) 
LANCASTER STEEL l’RopuctTs Corp., LANCASTER, PA. 


Date of disposal: June 1927. 

Consideration received : $199,728. 

What was sold: A cold rolling mill occupying about 9 acres principaliy for the 
production of bearing steel of which a large percentage of the output was sup- 
plied to the Hyatt Roller Bearing Co. The company was owned by the original 
owners of the Hyatt Roller Bearing Co. and was acquired by General Motors from 
them in 1918 at about the time of the acquisition of United Motors (which then 
neluded Hyatt). 
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Reason for sale 

In 1925 the Hvatt Roller Bearing Co., which purchased approximately half 
the cold-rolled bearing steel produced by Lancaster Steel, shifted to the use of 
new type of hot-rolled steel which reduced its cost of production. On aecour 
of competition and freight disadvantage, Lancaster Steel was unable to repla 
the EHlyatt business with profitable business ; therefore, it was considered advisah| 
to dispose of the Lancaster operation. The Lancaster Steel Products Corp. wa 
liquidated at a loss and the plant and facilities were sold. 


(29) 
NATIONAL BANK OF DETROIT, DETROIT, MICH. 
(51 percent common stock interest) 


Date of disposal: 1945. 

Consideration received : $20,332,787. 

What was sold: Shares and the rights of the common stock of the Nationa 
Bank of Detroit. 

Reason for sale 

In 1933, after the bank failures, Detroit was left overnight without banking 
facilities. A crisis arose when several efforts by community leaders and local 
officials to supply banking facilities failed. General Motors, at the request of 
the United States Government, agreed to organize the National Bank of Detroit 
and to subscribe to its entire common stock. The Reconstruction Finance Cor 
poration at the same time subscribed for the preferred stock. In the same year, 
General Motors made a public offering of all of its National Bank of Detroit 
common stock at cost, on either a cash or a time-payment basis, which resulted 
in the sale of 22.2 percent of the total. Also, during the years 1935 through 
1941, additional sales were made. In 1945, the remaining stock interest (51 
percent of the total) was sold to a group of investment bankers for resale to the 
public. This sale effected the complete liquidation of this investment. 

The National Bank became, and was at the time of disposal of the Genera! 
Motors holdings, one of the leading commercial banking institutions in Detroit 
From the beginning, General Motors had publicly stated that this investment was 
purely an emergency measure and temporary in nature. The acquisition of 
this stock was made during the bank crisis of 1933 when no other private group 
seemed capable of supplying banking facilities. It seemed essential that the 
corporation temporarily should take whatever steps were needed to protect its 
own. interests, and the interests of the community in which it had such a large 
stake 


(30) 
NATIONAL CiIry LINES, INC. 
(Stock interest) 


Date of disposal: Common stock, May 1949; preferred stock, December 1949 

Consideration received: Common, $401,998; preferred, $624,250; total, 
$1,026,248. 

What was sold: 68,014 shares of common stock and 12,500 shares of preferred 
stock of the National City Lines, Ine. 


Reason for sale 

During the 1930's, motor coaches were a new industry for urban transporta 
tion. Although the motor transportation of passengers had certain advantages 
over the streetcar, these were not yet generally recognized. With depressed 
conditions in the transportation industry, regular sources of capital were un 
available to the pioneering motor-coach operators. National City Lines was 
engaged in converting bankrupt street railway systems to bus transportation 
Yellow Truck & Coach Manufacturing Co. invested in nonvoting preferred and 
in common stock in National City Lines in order to supply working capital which 
was not available elsewhere in order to get the company started, with the idea 
of thereby broadening the motor-coach market. 

After the end of World War II, General Motors (by then having full owner 
ship of Yellow Truck & Coach Manufacturing Co.) turned its attention to dis 
posing of these stockholdings as soon as there was a favorable market, in 
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ordance with General Motors’ policy of disposing of minority equity invest- 
ents not directly relate to its major interests. 


NATIONAL PLATE GLASS Co., OTTAWA, ILL. 


Date of disposal: July 1931. 

Consideration received : $9,500,000 

What was sold: The real estate, buildings, machinery, equipment, patents and 

enses and all other assets (excepting cash and receivables) then owned in 

near the city of Ottawa, Ill., were sold to the Libbey-Owens-Ford Glass Co. 
2eason for sale 

Prior to World War I, Belgium was the chief source of plate glass. Destruc- 

n of Belgian plants during the war created a shortage of this commodity in 
the United States which in turn threatened to restrict manufacture by Fisher 

dy of the new closed body designs then coming into fashion 

In 1920, Fisher went into the plate-glass business through National Plate 

iss for the purpose of expanding production and thus overcoming the shortage 
hich was limiting closed body manufacture. 

By 1931 the technology and economics of the business made it apparent that 
w-cost operation could not be continued solely on the basis of supplying glass 
for automotive needs and that it would be necessary to enter into the general 

inufacture and distribution of plate glass and allied products. The manage- 
ent personnel had been able to make little contribution in this field of manu- 
facture and it was felt that this would not be in the area of General Motors 
pecial competency It was, therefore, decided to get out of the glass business 
entirely. Negotiations resulted in the sale, in 1931, of the facilities of National 

ite Glass Co. to the Libbey-Owens-Ford Glass Co. of Toledo, Ohio, which in 

rn contracted to supply General Motors’ automotive glass requirements. 


NORPH AMERICAN AVIATION, INC. 
(29.11 percent interest) 
AND OTHER AVIATION HOLDINGS 


Date of disposal: June 1948 

Consideration received : $11,843,397 

What was sold: 1,000,061 shares of North American, representing approxi- 
ately 29.11 percent of outstanding stock 


Fackground 


In 1929 there was a growing feeling that the aviation industry showed pos- 
bilities of growth, both for commercial and individual transportation. 
A four-passenger “family” type airplane was being seriously considered for 
family transportation. Ford had already gone into the manufacture of air- 
anes and was producing single motor and trimotor airplanes. General Motors 
believed it should associate itself with the aviation industry so that it would be 
ble to evaluate developments in the industry and to determine better General 
Motors’ future policy in this field. 
In addition, General Motors recognized the close relationship in an engi- 
neering and technical way between the airplane and motorcar and wanted 
» be in contact with technical advancements in the aircraft industry, from the 
tandpoint of airframes as well as accessories (see Bendix) and engines (see 
Allison). 
secause the engineering and manufacturing problems of aviation were so 
losely related to the operation of airlines, it appeared essential in the develop- 
ment stage of the industry at least, that General Motors obtain a position in 
oth operating and manufacturing phases of the business. 
\ summary of General Motors’ activities in the aircraft industy follows: 


1. FOKKER AIRCRAFT CORP. (GENERAL AVIATION CORP.) 


In 1929 General Motors acquired 40 percent of the common stock of Fokker 
\ircraft Corporation of America, a holding company which owned the Atlantic 
Aircraft Corp. of Hasbrouck Heights, N. J., and the Metalair Corp. of Glendale, 
W. Va., both of which companies were manufacturers of Fokker aircraft. 
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Cost of the stock in Fokker Aircraft Corp. was $7,782,841. Additional ox 
market stock purchases of $253,8S8S resulted in a total investment of $8,036,2: 
representing approximately a 4S percent interest. 

n June 1930, the name of this company was changed from Fokker Aircra 
‘orp. to General Aviation Corp. and operations were consolidated in a pla 

Dundalk, Md., incorporated as General Aviation Manufacturing Corp 


WESTERN AIR EXPRESS CORP. AND TRANSCONTINENTAL & WESTERN AIR, IN¢ 


In the early 1930's, General Aviation Corp. purchased a 29-percent interest 
Western Air Express Corp., which company operated airlines carrying passenge) 
ind mail from San Diego to Salt Lake City. Cheyenne to Amarillo, and Pueb!] 
to El Paso. Subsequent acquisitions of Western Air Express Corp. stock 
creased the holdings to 36.6 percent of the issued stock. Western Air Expres 
owned 47.6 percent of the stock of the newly formed Transcontinental & Weste 
Air, Inc. (TWA), a transcontinental airline 


NORTH AMERICAN AVIATION, INC. 


In April 1933 General Aviation Corp. was merged with North American Avi 
tion, Inc., by exchanging substantially all of General Aviation assets for a 43.26 
percent stock interest in North American Aviation, Ine. Also in April 193: 
General Motors purchased 8.74 percent of North American Aviation’s outstanding 
stock from United Aircraft Transport for a cash payment of $848,654. Thess 
transactions resulted in General Motors and General Aviation Corp. owning 
together 52 percent of North American Aviation, Inc. 

At this time, including the interests it had acquired from General Aviatior 
North American Aviation, Inc., owned, among other interests, the following: 

4. General Aviation Manufacturing Co. (100 percent), manufacturing ti 
motor transports, 10-passenger single-motor planes, and other commercial at 
military airplanes at Dundalk, Md 

B. B/J Aircraft (100 percent), manufacturing military aircraft at a plant 
located in Dundalk, Md. 

C. Eastern Air Transport, Ine. (100 percent), an airline operating betwee 
New York, Washington, Miami, and Atlantic City. 

D. Douglas Aircraft, Inc. (18.95 percent), a manufacturer of commercial ar 
military aircraft. 

E. Transcontinental Air Transport, Inc. (27 percent, approximately), a hold 
ing company owning 47.6 percent of Transcontinental & Western Air, Inc., ar 
> percent of the Western Air Express Corp. 

F. Western Air Express (51.8 percent), an airline operating in the South 
western States, which also owned 47.6 percent of stock in TWA (see above) 


4. DIVORCEMENT FROM AIRLINE OPERATIONS 


The 1984 MelWellar-Black airmail law, providing for segregation of aviatior 
manufacturing from aviation transport, caused the reorganization of practically 
all air transport companies and companies interested in these companies. It 
became necessary for General Motors to determine whether it wished to retail 
its interest in the aviation manufacturing or in the aviation transport end of 
the business. The manufacturing activity was regarded as being more closely 
related to General Motors field of competency and also its technolozy was of 
value to the corporation’s automotive activities. The decision was made t 
dispose of the transport interests. This involved: 

(a) Dissolution of General Aviation Corp., with its principal asset, its capital 
stock interest in North American Aviation, Inc., being distributed to its stock 
holders. As a result, General Motors, through its ownership of 48.58 percent 
of General Aviation Corp. stock, received as a dividend from General Aviatio: 
714,750 shares of North American Aviation, Inc., common stock. Combined wit 
General Motors direct holding, this resulted in a 29.55 percent interest it 
North American. 

(b) Disposal of interest in Transcontinental & Western Air, Inc. In 1934, i 
connection with the same legal requirements, North American Aviation, Ini 
disposed of its interests in Western Air Express Corp. and Transcontinental & 
Western Air, Inc. The Transcontinental & Western Air stock was distributed 
as a dividend to North American Aviation stockholders in February, 1935. As 
a result, General Motors received 81,204 shares of Transcontinental & Wester! 
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ir, Inc., representing 13.03 percent of the outstanding stock. General Motors 
1935 sold the Transcontinental & Western Air, Ine. stock for $1,217,904. 


In 1934, North American Aviation also disposed of its interest in Douglas 
raft, Inc., and merged General Aviation Manufacturing Corp., B/J Aircraft 

Co. and Eastern Air Transport into Eastern Air Line. Eastern Air Line was 
d in 1938. 














ison for disposal 
ixxcept for the sale of 15,000 shares in January 1937 for $103,464, General 
Motors’ interest in North American Aviation, Inc., remained at the same level 
intil the sale of its entire holding (1,000,031 shares) to a group of under- 
riters in June 1948, receiving therefor net proceeds of $11,739,933. Develop- 
nents in the airframe industry had not afforded the opportunities for adaptation 

General Motors know-how in mass production techniques, and this sale was 
ade in accordance with General Motors policy of disposing of all minority 
investments not directly connected with its interests in the automotive 












At time 


of sale, North American was making airplanes in two plants in Cali- 
, and had Government experimental contracts for jet bombers and fighters. 
had total assets of approximately $86 million. 













oo 
(oo) 








Nortu East Evectric Co., Rocnuester, N. Y. 

Date of acquisition : October 1920. 

Consideration paid : $11,710,504. 

What was bought: A plant in Rochester, N. Y., producing automobile electrical 
ipment, such as horns, speedometers, voltage and current regulators, universal 

| automotive heaters, and electric motors. 









on for acquisition 


One of the most important products manufactured by North East Electric was 
single unit starter-generator which, due to changes in the design of automobile 
ngines, had been outmoded by a cheaper two-unit system with separate starter 
nd generator. 
In 1928, North East lost its principal customer because it could not meet com- 
titive prices and the management found that an expenditure of $2 million for 
chinery and equipment was necessary in order to reduce costs and prices in 
e hope of becoming competitive with other manufacturers. The principal 
ners of North East, however, were reluctant to spend the money in so com- 
itive a market, primarily because one was faced with ill health and the other 
as looking forward to retirement. 
Negotiations for sale were, therefore, undertaken with Chrysler, a nonauto- 
tive group and General Motors. The General Motors’ offer was accepted. 
General Motors was interested because its starter-generator business was 
nding and General Motors expected that by reorganizing production facilities, 
ducing the number of models, and increasing the volume of business, a valuable 
eration could be developed in connection with General Motors’ needs in this 
eld. 
North East was also active in the design and development of voltage regulators, 
emperature devices, and heater motors which were becoming important in the 
itomobile field. 
















What was done with the property 





Production was reorganized and an expanded research and development pro- 
gram Was undertaken with the purpose and result of placing many new products 

the market relating to electrical, heating, and automotive equipment. Delco 
Light operations (farm and home electric light power systems) were consolidated 
vith North East Electric on May 1, 1930. The name was changed to Delco 
\ppliance Corp., in November 1930 under which name it operated until January 
J34 when it assumed the full status of a division. 










1 


(34) 








PACKARD ELEcTRIC Co., WARREN, OHIO 
Date of acquisition: July 1942. 
Consideration paid: $1,096,783. 
What was bought: Net assets of a plant located in Warren, Ohio, manufactur- 
ing wire and cable from rolled rods principally for automotive use. 


67272 


272—56—pt. 8 31 
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Reason for acquisition 

The Delco-Remy division, which manufactured wiring harness and cab 
assemblies for all General Motors cars and some other customers, was a larg 
purchaser of wire products made by Packard Electric. The management 
Packard undertook negotiations to sell. Acquainted with the management a! 
quality of work turned out, and convinced of an opportunity to reduce cost « 
manufacture if acquired, General Motors decided to purchase the property 
What was done with the property 

Upon acquisition, Delco-Remy absorbed the Packard Electric operations. Pa 
ard Electric division was formed as of August 1940 by complete separation fro: 
Delco-Remy. Automotive wire and cable manufacture has been continued at 
this location, although the floor space has been expanded some five times in ars 
The plant now produces wire for aircraft and electrical appliances, as well as 
automotive harness, and manufactures its own cable, lacquer, plastic and rubh« 
moldings, magnet wire, and does its own die casting and plating. In 1948 the 
small motor production of the Sunlight Electrical operations (see Sunligh 
was consolidated with Packard. 


Comnarison of existing gross assets with assets acquired (excluding cash and 
securities) 
Total 
Packard Electric Co., July 30, 1932_- , ape cinvie phy te, OOO 


Snnlight Electrical division, May 24, 1988_..____..______~~- 676, 000 


Packard Electric division, June 30, 1955___- Se .__. 42, 754, 000 
Comparison of products manufactured 

Before acquisition: 

Packard Electric—Insulated copper wire for wiring harness, portable cable 

Sunlight Electrical—Fractional horsepower motors. 

Current: Packard Electric division: 

Commercial—Automotive and aircraft cable products; radio, refrigeration 
and appliance wiring; fractional horsepower motors. 

Defense—Cable and wiring assemblies for aircraft jet engines, tanks and 
other military products. 

(35) 
RICKARD ENGINEERING Co., ROCHESTER, 


Date of acquisition: November 1930. 

Consideration paid: $50,000. 

What was bought: A very small company without any physical assets that 
had manufactured 268 oil‘burners from 1921 to 1930. There were no buildings 
no tools or drawings of any specific value and no patent right. 


Reason for acquisition 


Solely to get the services of Mr. Rickard, owner of the company, who had ex 
tensive service and field experience in the oil burner field. This was in connection 
with Deleo Appliance undertaking the manufacture of oil burners of its own 
design and development. 


(36) 
SAMSON TRACTOR-DOYLESTOWN AGRICULTURAL CoO. 
(Farm tractor interests) 


Date of disposal: April 1921. 

Consideration received : $42,477. 

What was sold: The 96.04 percent stock interest in the Doylestown Agricultura! 
Co., a farm implement manufacturer which was originally acquired by General 
Motors in 1920 in the expansion of its farm tractor program. 

Background 


In 1917, General Motors entered the farm tractor business through the acqui- 
sition of the controlling interest in the Samson Sieve-Grip Tractor Co. at Stockton, 
Calif. It was the intention at that time to increase as rapidly as possible th 
manufacture of tractors to meet the increasing demand, making tractor produ 
tion a permanent and important part of General Motors’ business. 
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In 1918 the remaining stock interest of the Samson Sieve-Grip Tractor was 

suired, giving General Motors complete ownership of a plant with the capacity 
oducing 3,000 tractors a year. 

» further increase its farm tractor business General Motors in July 1918 

red the Janesville Machine Co., located in Janesville, Wis., a manufacturer 

well known line of farm implements. In the same month, General Motors 

) purchased approximately 122 acres of land in Janesville, Wis., for the pur 













e of erecting a new tractor plant thereon. The construction of this addition to 
General Motors’ tractor production facilities was completed in 1919. The interest 
n Doylestown Agricultural Co. a manufacturer of farm implements was acquired 
i9z0. These outside acquisitions and the new Janesville plant operated as the 


‘ son Tractor division of General Motors. 

By 1920, the Samson Tractor division had plant facilities to produce 100,000 
tors per annum with a total investment of approximately $29,500,000. 

rhe venture proved unsuccessful as operating losses of nearly $12 million were 
red during the years 1917 through 1920. After the Samson tractor was fully 
eveloped and priced, it was found that it could not be marketed profitably. 
Prices were raised only to discover that sales could not be made in competition 
th more cheaply designed tractors of other manufacturers. Economic condi- 
in the early twenties also had an adverse effect on tractor sales. The entire 
husiness of General Motors was, therefore, liquidated at a loss of over 
ion. This loss was in addition to the operating losses of nearly $12 million 

rred during the years 1917 through 1920. 











R son Tor sale 











interest in Doylestown Agricultural Co. was sold in the liquidation of 
General Motors farm tractor business. 












57) 


Scripeps-Bootnu Corp., DETROIT, MIcH. 










Date of dissolution: Started in 1921. 
What was dissolved: A corporation incorporated in New York under the name 

Scripps-Booth” whose business was the sale of a runabout automobile which 
as manufactured in a leased plant located in Detroit, Mich. 


B ground 


Under the leadership of Durant, General Motors in 1918 acquired the assets of 
he Chevrolet Motor Corp., which included 13,650 shares of Scripps-Booth stock, 
ensuing years additional shares of Scripps-Booth stock were purchased until 
General Motors owned all but 100 shares. The total investment was $1,279,947. 


In 















Reason for dissolution 





In the beginning, 





Scripps-Booth produced a runabout car of advanced design 
ch Durant considered a desirable addition to the General Motors lines. 
However, other General Motors’ units overtook and surpassed the Scripps-Booth 

oduct in excellencies of design and the runabout was discontinued. The com- 
pany then manufactured and assembled components for the Oakland ear, prin- 

pally the engine. This also proved to be an unsuccessful venture and was 
discontinued. 

Late in 1920, the slump in the automobile industry resulted in wiping out 
Scripps-Booth’s profits. With the financial and operational readjustment by 
the hew management of General Motors in 1921 steps were taken to dissolve the 
Scripps-Booth Corp. with a total loss to General Motors of its interest. 


















(38) 
SHERIDAN Moror Car Co., MUNCIE, IND. 


(Interstate Motor Car Co.) 






Date of disposal: June 1921. 


Consideration received: For property, $850,000; for inventories, $187,500; 
ital, $1,037,500. 











What was sold: Real estate, plant and equipment, including the firm name and 
rademark “Sheridan,” also usable inventories of the Sheridan Motor Car Co., a 
subsidary of General Motors. The sale was made to Mr. D. A. Burke, who was 
desirous of continuing the production and sale of the “Sheridan” automobile, 
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after General Motors had decided to discontinue that make of automobile and 
liquidate the business in order to concentrate its resources on its other lines of 
automobiles, 

Reason for sale 


During the postwar boom of 1919, General Motors, under Durant’s leadership, 
entered into an expansion of its automobile business. As part of this program, 
Durant in March 1919 purchased for $334,686 the real estate, factory buildings, 
and equipment of the Interstate Motor Car Co., located in Muncie, Ind. These 
plant facilities were expanded and for a brief period the “Sheridan” car was 
produced there 

During the financial and industrial readjustments of the year 1921, General 
Motors in its regeneration under new management discontinued the “Sheridan” 
line. This action was an economy measure. Geeral Motors’ car production 
capacity had been expanded beyond the needs of the market and since the 
“Sheridan” car was comparatively a new line and had not proved to be very 
popular, it could be discontinued with less loss than other General Motors lines, 
The Sheridan business was liquidated and although the property and certain 
inventories were sold to Mr. D. A. Burke and associates, a net loss of $2,598,124 


(39) 
SUNLIGHT ELECTRICAL Co., WARREN, OHIO 


e of acquisition: May 1935. 
onsideration paid: $665,000. 
What was bought: The assets and liabilities of a plant in Warren, Ohio, 
manufacturing small fractional horsepower motors almost entirely for use 


ashing machines 


Lil 


Reason for acquisition 


rhe Sunlight Electrical Co. was purchased after the Detroit bank failures, from 

>» Widow of Glen Cowan who wished to sell the business because of obligations 
to Detroit banks. Mr. Cowan had been killed in an automobile accident a few 
months before. Mrs. Cowan did not feel that she should have a large interest 

a business which she was not prepared to operate. General Motors’ fractional 
horsepower busint ad been growing rapidly due to its production of smail 
lorsepowel ws of variable size and horsepower to fit customer needs. The 
practice in the industr y had previously been to supply only standardized motors 
with a base attached It was felt that by coordinating production with Delco 
Products division (fractional horsepower motors) improvement in manufacturing 
processes could be achieved, and production increased to ineet the demand. 


What was done with the prope) ty 


Upon acquisition, Sunlight Electrical became a part of Delco Products division. 
In 1938 the operation was expanded by the construction of a new plant for the 
rroduction of motors. This plant was located adjacent to the Packard Electric 
operation which was acquired in 1952. 

In January 1940 the Sunlight Electrical operations were separated from Delco 
Products as a separate division which was subsequently consolidated with Packard 
Klectrie division in July 1945. 

In 1947 the Packard Electric division was further expanded by the construction 
of a new plant 2 miles from the other operations of the division for the produc- 
tion of fractional horsepower motors for various appliances. (For comparison 
of assets and products see Packard.) 


(40) 
T. W. WarNER Co., Muncre, [np. 


Date of acquisition: 1923. 

Consideration paid: $4,025,800. 

What was bought: The entire plant and equipment of the T. W. Warner Co., 
of Muncie, Ind., which had been leased by General Motors since 1919 and operated 
as the Muncie Products division for the manufacture of automotive transmis- 
sions and steering gears. 
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rsons for sale 


During 1919, General Motors, under Durant’s control, entered into an ex- 
in program of its automotive business. As part of this program, General 
rs began the manufacture of automotive transmissions and steering gears. 

s was done by leasing the facilities of the T. W. Warner Co., which had 
ailable the plant capacity and equipment to produce General Motors automo- 
requirements. The lease agreement included an option to purchase the 
perties, Which option was exercised in 1923 and General Motors acquired 
ete ownership. 
What was done with the property 


fhe Muncie Products operation continued to manufacture transmissions and 
ring gears until 1932 when the plant was closed down and the transmission 
pment transferred to Buick Motor at Flint, Mich., and to General Motors 
at Pontiac, Mich. ‘The plant was reopened in 1935 and continues today as 

ree of transmissions for Chevrolet Motor. 


(41) 
WINTON ENGINE Co., CLEVELAND, OHIO 


Date of acquisition: June 1930. 
Consideration paid: $5,898,331. 
What was bought: Winton’s business was principally the manufacture of 
line engines for rail cars. It was also one of the principal manufacturers 
f diesel engines in the United States at that time. However, the diesel business 
‘ en a minor industry. For the first 8 months of 1929, Winton had pro- 
ced a total of 89 diesel units producing 21,000 horsepower (cf. General Motors 
production for the first 8 months of 1955 of over 23,000 units producing almost 
4 million horsepower ). 
Winton was a job shop manufacturer, producing on order principally for yacht 
ers and miscellaneous individual and Government uses. Operations were 
nducted at a plant in Cleveland. 
Inge of name 


lor the purpose of transferring the assets and liabilities the name was changed 
to Hubbart Engine Co. After purchase the name was changed by General 
Motors to the Winton Engine Corp. 
Reason for acquisition 


In 1928, General Motors Research Laboratories, under C. F. Kettering, com- 
menced a long-range diesel engine development and research program. 


Because 
eaper fuel costs, diesels offered an opportunity for progress in engine 
velopment for vehicles. Existing 4-cycle diesel engines, however, were too 
heavy for installation in transportation equipment (except marinecraft). Ket- 
ering’s approach was to concentrate on a lightweight 2-cycle design, at that 
me not considered feasible on the basis of existing technology. In 1928, Ket- 
ring purchased 2 Winton 4-cycle diesels for installation in his yacht. This 
commenced the relationship with Winton since the yacht was used as a floating 
diesel laboratory. 
Che management of Winton recognized the need for advancing the “state of 
» art” of diesel design, but in the face of the depression it was in no position 
undertake the major expenditures required for long-term research and ex- 
pansion without any certainty of return. By 1930, General Motors had pro- 
gressed far enough in its research to feel the need for a medium for translating 
these results into a product. Acquisition of Winton would enable General 
Motors research to keep in touch with developments in the industry and provide 
medium for application to commercial needs of the engines designed and 
developed by General Motors research. 


What was done with the property 


For the first 2 years after acquisition, Winton continued to work on improve- 
ment of the 4-cycle engine and to manufacture and sell them principally for 
marine uses. By the end of 1932, Kettering and the General Motors research 
organization had solved the basic problem of the 2-cycle diesel, and Winton 


Cr 


nstructed the first 2-cycle diesel engines of 600 horsepower which were demon- 
strated at the World’s Fair in Chicago in 1933. Since it appeared that a prin- 
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cipal application for this new engine would be in rail transportation, the Electr 
Motive Co, and its facilities (see Electro-Motive) were merged with Winton. 

In 1934, Winton produced the first 8-cylinder 2-cycle diesel for installation in 
the first diesel-powered American train, the Burlington Zephyr. By 1935, Genera] 
Motors decided that the diesel electric locomotive development was sufficiently 
advanced and General Motors had sufficient confidence in its value to railroad 
transportation to undertake mass production of locomotives. Manufacture of 
diesels for rail transportation was discontinued at Winton when the Electro- 
Motive division was established and the diesel electric locomotive plant was 
constructed at La Grange, Ill. Winton’s efforts were turned toward develo 
ment and manufacture of 1,600 diesel engines for Navy submarines (usually 4 
engines per submarine or 6,400 horsepower). 

In 1937, the Winton Engine Co.’s name was changed to Cleveland Diesel Engine 
division and its efforts concentrated primarily in the manufacture of marine 
diesel engines of 150 to 1,600 horsepower at the same time. General Motors 
research development had finally progressed to the point where a small diesel 
engine had been designed capable of use in trucks and buses. A new division, 
the Detroit Diesel Engine division, was established for the manufacture of this 
engine. 

During the war, Cleveland Diesel was a major supplier of propelling and 
auxiliary machinery for naval vessels. Since the war, Cleveland Diesel has 
engaged importantly in advance development work for naval propulsion equip 
ment and has added to its line the production of engine generator combinations 
for the production of electrical energy. 


(42) 
YELLow Truck & CoAcH MANUFACTURING Co., Pontiac, MIcH. 


Date of acquisition: April 30, 1925—original merger September 30, 1943 
Guisition of 1 inori V interest. 


Consideration ] : 1943—$28,932,77 


7 (minority interest) 

What was bought: In 1925 General Motors owned a truck manufacturing plant, 
General Motors Truck Co., at Pontiac, and a truck engine plant in Detroit, North 
way Motor & Manufacturing Co. Yellow Cad Manufacturing Co. owned a plant in 
Chicago manufacturing taxicabs and motor coaches and a sleeve valve engin 
plant in East Moline, Ill. It also had an operation (Hertz Drivurself) engaged 

the rental of passenger cars. These properties were merged to form the 

Trucl oach Manufacturing Co. General Motors received 57 pere 
common stock, the balance being held by the owners of Yellow Cab Man 
facturing Co. Sales of shares to employees and outside interests reduced General 
Motors voting stock interest by 19438 to 50.5 percent. In that year, the minority 


interests were acquired for $28,932,777. 


it 


Reason for acquisition 


In 1925 the use of motor vehicles such as taxicabs and motorbuses for the 
public conveyance of passengers was rapidly developing. The owners of Yellow 
Cab had pioneered in establishing some of the first taxicab and bus operating com 
panies. The principal owner of the Yellow Cab Manufacturing Co. had been in 
ill health for almost a year and was interested in relinquishing the burdens 
both from the standpoint of management and capital required for expansion into 
this new field. General Motors was interested because of its close connection 
with its truck and heavy vehicle operations in getting into the manufacture of 
taxicabs and motor coaches (General Motors had been making chassis for coach 
builders) and particularly desired to obtain the service of the able personnel of 
Yellow Cab with its manufacturing and operating experience in this new field 
It was felt that the merger of the two interests would result in achieving the 
needs of each. 

Because of the large outstanding minority interest, the management of Yellow 
Truck & Coach Manufacturing Co. was in many ways independent of Genera 
Motors Corp. In 1943, when an opportunity occurred to acquire the minority 
stock, it was felt desirable to do so in order to coordinate better the truck activ- 
ities with other General Motors operations and to enable the investment of ad- 
ditional capital for expansion. 


What was done with the property 


In 1928, in accordance with the original plans for development of new manu- 
facturing facilities, manufacturing and administrative offices were established 
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“ww plant constructed in Pontiac, Mich., for the manufacture of buses, 
s, and taxicabs. The properties in Chicago and East Moline were seld. 
39, manufacture of taxicabs was discontinued. Yellow Truck & Coach (and 
GMC Truck & Coach division) pioneered in the design and manufacture of 
al motor coaches for city and intercity passenger transportation and in 
ise of 2-cycle diesel engines and automatic transmissions on trucks and 

ind the use of air suspension on motor coaches. Hertz Drivurself opera- 
were continued and expanded until sold in 19538. (See Hertz Drivurself.) 


ion LIL. Minvures or THE Finance COMMITTEE AND EXECUTIVE 
‘TEE OF GENERAL Morors Corr. REGARDING THE SALE OF THE 
NATIONAL PLATE Guass Co. 
(1) 


ACT OF MINUTES OF FINANCE COMMITTEE OF GENERAL Morors Corp., 
May 6, 1931 
ynal Plate Glass Co. 
chairman told the committee that the Pittsburgh Plate Glass Co. and the 
Owens-Ford Glass Co. (the two largest manufacturers of plate glass in 
Country are negotiating with the Fisher Body Division with a view of acquir- 
National Plate Glass Company and making a contract to supply us with 
te giass requirements. 
is explained to the committee that the Fisher Body Division engaged in 
inufacture of plate glass through the National Plate Glass Company some 
igo When there was a shortage of plate glass, in order to safeguard our sup- 
his important material. In order to operate a glass plant efficiently, it is 
ary to sell the larger sizes in the market, so the National Plate Glass Com- 
v’s output cannot be used exclusively in our own business, and conditions in 
iss business have so changed that if we are to continue the operation of our 
lant, it will be necessary to spend a considerable amount of money for im- 
ed processes and equipment. While it will doubtless be necessary to absorb 
ne loss in the net book value of the glass plant in such a deal, nevertheless it is 
xht that it may be possible to negotiate an agreement that will give us a 
iently favorable price for our glass to offset, over the period of the contract, 
greater part or all of any loss in the sale of the plant, and that if a satisfac- 
greement can be reached, the overall picture in the glass industry may be 
ved by our selling the National Plate Glass Company. 
e committee was favorably disposed towards the sale of the National Plate 
ss Company, provided satisfactory terms can be arranged, both in the matter 
ice to be paid for the plant and equipment and terms upon which we may pur- 
ir future requirements of plate glass. It was understood that the terms 
onditions will be submitted to this committee for definite action at a later 
ng. 
ere being no further business to come before the Committee, the meeting, 
motion, adjourned. 


Secretary. 


May 14, 1931. 

onal Plate Glass Company 
Mr. Charles T. Fisher told the committee that the Pittsburgh Plate Glass 
npany and the Libbey-Owens Ford Glass Company are negotiating with the 
sher Body Division with a view to acquiring part of the National Plate Glass 
pany and making a contract to supply us with our plate glass requirements. 
Our total investment in the glass business today is approximately $18,000,000, and 
s planned to sell to one of the glass companies approximately $11,500,000 of 
this investment, including inventory and working capital, for approximately 
‘§,000,000. This would leave us with a plant at Blairsville and a small prop- 
erty at Saginaw. In order to operate a glass plant efficiently, it is necessary 
sell the larger sizes in the market, so that National Plate Glass Company’s 
tput cannot be used exclusively in our own business, and conditions in the 
ass business have so changed that if we are to continue the operation of our 
ss plant, it will be necessary to spend a considerable amount of money for 
proved processes and equipment, and if the future market should require thin 
iss for the purpose of manufacturing nonshatterable plate, we would be faced 











4314 STUDY OF THE ANTITRUST LAWS 


with a very extensive investment. It will apparently be possible to make a 
contract with one of these companies, covering 80% of our requirement 
for seven years, we to have the right to purchase 20% of our requirements else 
where, such contract to be on a favorable price basis and with a price adjustment 
for variations in future costs. 

The committee was favorably disposed towards the sale of our plate glass 
business as recommended, and appointed Messrs. C. T. Fisher, J. T. Smith, 
Donaldson Brown and J. L. Pratt, a subcommittee with power to act on behalf 
of this committee, with the understanding that they will submit a report with 
recommendations to the Finance Committee for final action. 


(3 
JUNE 25, 1931. 

Sale of National Plate Glass Co. 
The committee was advised that an agreement had been consummated wit] 
ie Libbey-Owens-Ford Plate Glass Co. covering the sale of the greater part of 
the assets of the National Plate Glass Company coupled with an agreement to sup 
ply us, for a period of seven years, with our requirements up to 20,000,900 square 
feet of plate glass per annum at $0.27'5 per sq. ft. and any additional 
amount over 20,000,000 sq. ft. at $0.2614 per sq. ft. The committee was advised 
that the terms have been approved by the Finance Committee and this is, there 
fore, reported as a matter of information. 


(4) 


ExTRACT OF MINUTES OF FINANCE COMMITTEE OF GENERAL Motors Corp., 
JULY 13, 1931 

Sale of National Plate Glass Co., property 

Report was submitted by the chairman dated June 22, 1931 (No. 3183) regard 
ing an agreement that has been reached with the Libbey-Owens-Ford Glass Co., 
covering the sale to that company of the greater part of the property of the 
National Plate Glass Co., and an arrangement by which the Libby-Owens-Ford 
Glass Co., will supp!y General Motors with plate glass for automobile purposes 

Upon motion duly made, seconded and unanimously adopted, the report from 
the chairman on this matter was accepted and ordered filed, the agreement with 
the Libby-Owens-Ford Glass Co., as outlined therein being approved. 


(5) 


EXTRACT OF MINUTES OF FINANCE COMMITTEE OF GENERAL Motors Corp., Marcn 
20, 1934 
Disposal requests 
x * * * * 


National Plate Glass Co., Fisher Body Group (No. 3820): Project No. 2378, 
$3,678,551.05 to cover sale of real estate, plant and epuipment, against which 
depreciation has accrued in amount of $2,425,097.22. Estimated salvage value 
is $300,000. 


(Subject to approval of executive committee.) 


(6) 
Apri 5, 1934. 
National Plate Glass Co. (Blairsville, Pa., Unit) (E. C. 1674): Project No 
2378, $3,678,551.05—to cover sale of real estate, plant and equipment against 
which depreciation has accrued in amount of $2,425,097.22. 
(This request was approved by the Finance Committee on March 20, 1934.) 


Secrion TV. Acrerements Berween Lippey-Owens-Forp Guass Co. 
AND GENERAL Morors Corp. 


(1) 


AGREEMENT made this 30th day of June 1931, between NATIONAL PLATE GLASS 
CoMPANY, a Maryland corporation, with an office and principal place of business 
at Detroit, Michigan, and GENERAL Motors CorPoRATION, a Delaware corporation, 
with an office and principal place of business at Detroit, Michigan, hereinafter 
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ed “Purchaser,” parties of the first part, and Lisny-OWENs-Forp GLAss Com- 
ANY, an ¢ yi o corporation, w ith ano iffice and principal place of business at Toledo, 
ereinafter called “Seller,” party of the second part: 


WITNESSETH 


Che parties hereto mutually agree as follows: 


This agreement shall continue in force until terminated by either party by 
ving two years previous notice in writing to the other, provided, however, that 
{ of termination may not be given by either party prior to July 1, 1936, it 

¢ greed that in any event this agreement shall continue to be in force 

July 1, 1938. 
2 Purchaser agrees to purchase from Seller, and Seller agrees to manufacture 

sell and deliver to Purchaser, all the flat glass except safety or laminated 
ss, but including ail glass used in the manufacture of safety or laminated 
or for Purchaser, exclusive of service requirements and parts department 


ements, required during the term of this agreement, to equip all motor 
| cles, manufactured and produced in the United States by Purchaser and/or 
s wholly owned companies, and/or by its subsidiaries. 


3. If in any calendar year beginning with the calendar year 1932 the quantitie 
yf glass required by Purchaser shall exceed 20,000,000 square feet, Purchaser 
ill be free to purchase from sources other than Seller not exceeding 20 percent 
s total requirements for any such calendar year so long as purchases 
from sources other than Seller do not reduce below 20,000,000 square feet the 
| quantity of glass purchased by Purchaser from Seller in any such calendar 


If in any calendar year it shall appear that eighty percent of Purchaser’s re- 
rements in any such year will or may exceed twenty million square feet of 
glass, Seller may advise Purchaser of its desire to be relieved of the responsibility 
f supplying more than eighty percent of Purchaser’s total requirements in any 
year. In such event the Purchaser will endeavor to purchase twenty percent 
ts total requirements in any such year elsewhere, but if Purchaser shall be 
ble so to do, Seller shall use its best efforts to supply Purchaser’s entire 
lirements but shall be subject to none of the penalties provided in this agree- 
ent for its failure so to do, nor shall Seller be required to reimburse Purchaser 
r any difference in price the Purchaser may be required to pay in obtaining all 
any part of such twenty percent elsewhere. 
t. If at any time Seller is unable to promptly and mcanwentely meet the current 
uirements of Purchaser, after receiving reasonable notice thereof, Purchaser 
purchase the deficiency from sources other than Selle1 
> A subsidiary of General Motors Corporation shall be defined as any cor- 
ration which Genera! Motors Corporation may now or at any time during the 
period of this agreement own or control at least 50 percent of the number of 
ed and outstanding shares of capital stock thereof possessing voting power 
6. Seller agrees that all glass manufactured and sold by it to Purchaser shall 
be equal to or superior in quality to that heretofore manufactured and sold by 
National Plate Glass Company to General Motors Corporation, standards and 
juality of such glass to be evidenced by samples properly identified selected as 
as practicable by representatives of Purchaser and Seller and one set of 
ch samples to be furnished each party. 
7. The basie price of the glass for the year 1931, purchased under this agree- 
ent shall be as follows: 
(a) All %¢-inch plate glass, 2714 cents per square foot; 
(b) All thin glass suitable for use in the manufacture of safety or lami- 
nated glass, 251% cents per square foot. 
The term “%¢-inch plate glass,” as used in this agreement, shall mean plate 
iss of the present standard automobile thickness. The prices stated in this 
“reement do not include charges for edgework or similar service. 
8S. The prices charged in each calendar vear subsequent to the year 1931 shall 
he those established for the year 1931, subject to adjustment semiannually on 
account of the following: The prices charged shall be increased or reduced over 
or under the 1931 prices in proportion to the increases or decreases in the 
veighted average delivered prices of the materials, fuel, power, and the basic 
abor rates based upon a statement of such prices and rates used in computation 
; of glass prices for the year 1931, which statement shall be furnished by Seller as 
sarly as practicable, and become a part of this agreement. 


h 
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An adjustment shall be made semiannually on or before the first days of 


April and October in each year, and each party shall remit the amount found 
to be due. 

The facts and figures which are the bases for the adjustments herein provided 
shall be reviewed and certified semiannually by an authorized representat 


of purchaser and an authorized representative of seller, it being agreed that 


pertinent contracts, records and books of account shall be made available f 
this purpose. 

Seller shall advise Purchaser whenever necessary or desirable, and at a 
time upon request of Purchaser, as to any changes in the said weighted aver 
prices and the probable effect thereof upon any price adjustments. 

9. If and when in any calendar year the total quantities of glass purchased 
under this agreement exceed 20,000,000 square feet, the basic price for %¢-in 
plate glass thereafter purchased in such year shall be 26 cents per square fi 
and the basic price for thin glass suitable for use in the manufacture of sufety 
or laminated glass thereafter purchased in such year shall be 24 cents per 
square foot. 

10. The basie prices to be paid by Purchaser for all kinds of flat glass, for 
which no prices have been specified herein, shall be those prices which be 
the same relation to Seller’s cost of manufacture for such other kinds of flat 
glass as the price specified herein for %g-inch plate glass bears to Seller’s cost of 
manufacture for such “4g-inch plate glass, subject, however, to Seller’s obligatio 
to meet fair market prices for all flat glass 


11. Seller agrees that in any event. its prices for glass manufactured and sold 


under this agreement, shall at all times be as low as the weighted average price 
at which Seller sells glass, of the same size and quality, in substantial quantit 
to any other person or party in the United States. 

12. Seller further agrees, that if at any time after December 31, 1931, t) 
ave! fair market prices at which glass is being sold by any other person i: 
the United States to manufacturers of automobiles or manufacturers of any 
other conveyances used in transportation, in good faith and not under unfair 
competition, in substantial quantities of similar size and quality of glass, are 
lower than the prices agreed upon herein to he paid by Purchaser, Seller agree 
on reasonable notice and proof of such fair market prices, either (a) to 
reduce its prices under this agreement to correspond to said average fair market 
prices during the period such prices are in effect, or (b) to release Purchaser 
from the obligations to buy glass under this agreement during the period that 
it may be able to purchase its requirements of glass from any other source at 
such lower prices. In the event that the parties shall be unable to agree as 
to the existence or fairness of such market prices, the matter shall be referred 
to arbitration and Seller may continue to furnish glass subject to reimbursi: 


oe 


Purchaser for any difference which may be found as a result of the arbitration 

13. For the purpose of comparing prices, Seller’s prices in any calendar year 
up to July 1, 1938, shall be deemed to be those provided in this agreement 
diminished by an amount per square foot computed by dividing $285,714 by 
the number of square feet of glass sold by Seller to Purchaser during the same 
calendar year 

14. If during the period of this agreement any substance or product other 
than glass shall be discovered or developed for use in lieu of glass in automobiles 
and Purchaser shall notify Seller of its desire to use the new substance or prod 
uct and the prices at which it may secure the same from others, then within 
thirty (30) days thereafter, Seller shall advise Purchaser whether or not it 
will sell the said substance or product in the amounts and at the prices which 
purchaser may be able to secure the same from others. In the event that Seller 
refuses to sell such product or substance in the amounts and at the prices named, 
Purchaser shall have the right to manufacture or purchase such substance or 
products from sources other than Seller. 

15. All prices herein stated shall be upon terms net. 

16. Purchaser shall pay to Seller on or before the tenth day of any month 
the aggregate amount of invoices covering shipments made to Purchaser be 
tween the sixteenth day and the last day, inclusive, of the next preceding month 
and will pay to Seller on or before the twenty-fifth day of any month the aggre 
gate amount of invoices covering shipments made to Purchaser between the first 
day and the fifteenth day, inclusive, of the current month. 

17. All glass manufactured and sold hereunder shall be shipped by Seller in 
proper boxes or containers to the points of delivery designated by Purchaser 
All costs of boxing and shipping, based upon the methods, types and sizes of 
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now employed by Seller, shall be borne by the Seller. If the cost to Seller 
oxing and preparing for shipping shall be increased or reduced by changes 
the present methods types and sizes of boxes, Seller shall credit Purchaser 
‘h any reductions in cost resulting therefrom, and shall be entitled to reim- 
sement by Purchaser for any increases in cost of boxing and shipping which 
y result from any such changes. 
+s All shipments shall be f. vo. b. point of shipment. Freight at the carload 
e shall be equalized with whichever of the following shipping points is nearest 
point of delivery designated by the Purchaser: 
Pittsburgh, Pennsylvania 
Toledo, Ohio 
Crystal City, Missouri 
Ottawa, Illinois 
any other shipping point nearest the point of delivery, which may here- 
recognized by the glass industry in the general industrial area east 
Mississippi Rive Any shipping point which may be discontinued by 
<s industry during the term of this agreement shall not thereafter be 
d for equalization purposes and freight shall be equalized with the next 
st shipping point. 
. Title to all glass manufactured hereunder shall be and remain in Seller 
:} ipped 
90. Beginning with July 1931, and continuing until the appropriate months 
e the expiration or termination of this agreement, Purchaser shall give 
‘the following notifications in writing: 
) On the tenth day of each calendar month a schedule constituting 


l 
irm order, together with shipping instructions, subject to revision upon 


sonable notice, for stated quantities and sizes of glass, together with 
he quality or character thereof to be shipped during the first ten days of 
the next succeeding month; 

(b) On the twenty-fifth day of each calendar month a schedule together 
with detailed shipping instructions which will constitute a firm order for 
the total quantities of glass required during the next succeeding month 

inst which detailed specifications issued on the tenth of the month will 
be applied ; 

c) On or before the twenty-fifth day of each calendar month a schedule 
constituting a tentative order, subject to revisions, for stated quantities 
: izes Of glass and the quality or character thereof to be shipped to it 
or upon its order during the second succeeding calendar month; 

(d) On or before the twenty-fifth day of each calendar month a schedule 
constituting an estimate, for information purposes only, stating quantities 
and sizes of glass, and the quality or character thereof that may be ordered 
by it during the third succeeding calendar month. 

21. While it is understood Purchaser shall not be required to give Seller 

y firm orders for any glass except that specified under paragraph 20 (a) 

and (b)” hereof, Seller hereby agrees to keep on hand an amount of rough 

lished glass and/or finished glass required to manufacture and deliver 
the quantities and quality of glass mentioned in “(c)” and “(d).” so that 
Purchaser may at all times during the continuance of this agreement be assured 
of adequate supply of glass for its requirements. Seller shall immediately 

Purchaser upon request with a statement or statements showing quan- 


1M) 


¢ 


es of glass on hand under the provisions of paragraph “20(¢c)” and “(dad)” 


1 
VE 


oO 


Seller shall ship promptly all glass for which it has received shipping 


nstructions from Purchaser, as provided in paragraph “20 (a) and (b)” above, 
so that the same may be received by it, or at points of delivery designated by it, 
th as little delay as practicable, and should Seller neglect or refuse to make 
shipment of glass within two weeks from the time specified in shipping 
tructions and special request therefor given by Purchaser, Purchaser may} 
cure such glass from any other source at such price as may be exacted therefor 
nd Seller shall reimburse Purchaser for any excess over the price that would 
ave been paid Seller therefor hereunder, and any other damages sustained by 
Purchoser through Seller’s failure to make delivery as herein provided. 
2 Should three such defaults of a substantial nature and amount on the part 
i the Seller oceur in any calendar year daring the continuance of this agreement, 
d the same should not be excused under anv provision of this agreement, 
rchaser may give notice that it will treat any further breach as ground for 
termination, and if thereafter, during such calendar year, there shall be a 


DP, 
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further substantial but unexcused default, Purchaser may, if it so desires. 
forthwith cancel and terminate this agreement, after which it shall not be liable 
to Seller for any matter or thing herein provided. 

24. Purchaser has entered into this agreement with Seller on behalf of itself 
and its divisions and subsidiaries, based upon the representations made by Seller 
that the Purchaser will be able to procure from Seller a sufficient supply of plate 
glass and glass for the manufacture of laminated and/or safety glass to meet its 
requirements, and based upon the further representations of the Seller that it 
will fully and adequately reimburse Purchaser, its divisions, and subsidiaries, 
on account of all loss and damage of every kind and description which the 
Purchaser, its subsidiaries, and affiliated companies may suffer on account of 
iny act or fault of the Seller. 

25. Purchaser, through authorized representatives, and at the option of either 
or both, shall have the full right, at any time during the period of this agreement, 
to inspect all glass manufactured hereunder by Seller at the plants of Seller 
before any of such glass is shipped or after the receipt thereof at the several 
points of delivery. 

26. Purehaser may at its option place and maintain a sufficient number of 
inspectors at any plant of Seller to promptly inspect all glass manufactured 
hereunder or so much thereof as they may desire, and Seller shall afford them 
every reasonable facility to enable them so to do. Each of said inspectors shall 
present proper credentials to Seller to show that they are duly authorized to act 
for Purchaser and if any of them cease to be in the employ of Purchaser, Seller 
shall be promptly notified of such fact. 

27. If the option to inspect at the plants provided above is exercised by Pur- 
chaser, no glass shall be shipped by Seller hereunder until the same has been 
approved by at least one of such inspectors and such approval handed to Seller. 

28. All glass rejected by the said inspectors or any of them at the plants of Seller 
shall be subject to the inspection of Seller, and if it is not prepared to accept the 
determination of said inspectors thereon, it shall have the right to arbitration 
as is elsewhere herein provided. 

29. No delay of the said inspectors in inspecting glass shall operate as an 
excuse to Seller for not making the shipments thereof to Purchaser as provided 
in this agreement, unless it can be clearly demonstrated by Seller that such 
delay was occasioned by the willful or unwarranted acts of said inspectors, or 
the failure of Purchaser to provide an adequate nuinber of inspectors. 

30. All glass shipped to Purchaser shall be deemed satisfactory to Purchaser, 
unless Seller be notified in writing to the contrary within thirty days from the 
receipt of such glass, and in the event of any such glass being so rejected, Seller 
shall, within thirty days after notification thereof, inspect the same and either 
acquiesce in such rejection or give notice of its intent to submit the matter to 
arbitration in the manner previded in this agreement, otherwise it shall be con- 
clusively presumed that such rejection is agreeable to Seller and the rejected 
glass shall be returned to Seller at its own expense. 

31. Seller will, at all times during the period of this agreement, fully indemnify 
and save harmless Purchaser, its divisions and subsidiaries, from any and all 
charges of infringements or other patent complications arising out of the use by 
Purchaser, its divisions and subsidiaries, of any of the glass manufactured and 
sold by Seller under the terms of this agreement. 

32. Seller agrees further that it exclusively will be liable for the payment of 
that part of any damages, costs, counsel fees, and/or other charges awarded or 
otherwise determined and fairly allocable to any period of this agreement sub- 
sequent to July 1, 1931, on account of infringement or other patent complica- 
tions arising from any use by Seller of any or all patents, patent licenses, etc., 
being conveyed to Seller by National Plate Glass Company under a separate 
agreement, whether or not such damages, costs, counsel fees, and/or other 
charges are awarded or determined as the result of pending or future litigation, 
or settlement without litigation. 

33. So long as Seller shall perform fully and satisfactorily the terms of this 
agreement, Purchaser, for itself and its subsidiaries, agrees that during the 
term of this agreement it and they will not engage directly or indirectly in the 
manufacture of flat glass of any kind, and will not purchase flat glass from 
others than Seller except upon the happening of the events or conditions speci- 
fied in the agreement. 

34. Seller agrees that if upon expiration of this agreement, or any extension 
thereof, and within a reasonable time thereafter, National Plate Glass Company 
and/or General Motors Corporation, its divisions or subsidiaries, or either of 
them, should desire to engage in the manufacture and/or sale of glass, Seller 


1 
I 
1] 
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w cooperate to the fullest extent possible with either National Plate Glass ¢ ‘om- 
pany or General Motors Corporation, or both, in making available to either of 
them, upon reasonable and fair terms, any patent licenses or patent rights which 
were acquired by Seller from National Plate Glass Company, and which National 
Plate Glass Company or General Motors Corporation may wish to acquire. 

25. The parties hereto shall not be liable, the one to the other, for failure of 
nerformance by either under this agreement to the extent that such performance 
prevented or delayed by governmental action, war, fire, floods, strikes, public 
nsurrections, labor troubles, interruption of transportation facilities, or by any 
other cause or causes beyond their reasonable control. 

26. All notices to be given hereunder by either party shall be in writing and 

av be given by personal delivery to an executive officer of the Purchaser or 
Seller or may be enclosed in a sealed postpaid envelope deposited in a United 
States Post Office or in any letter box regularly maintained by the United States 
Government for the transmission of mail, except that any notice terminating 


or canceling this agreement, or any notice specified in paragraph ‘23° must be 
in writing and given by personal delivery to an executive officer of the Purchaser 
Seller or sent by registered mail addressed to the party intended to be notified. 
Notices addressed to the Purchaser shall be addressed as follows: 
National Plate Glass Company and/or General Motors Corporation, Genera 
Motors Building, Detroit, Michigan. 
Notices addressed to the Seller shall be addressed as follows: 
Libbey-Owens-Ford Glass Company, Toledo, Ohio. 









37. General Motors guarantees, promises and agrees that every obligation 
ssumed by its subsidiaries under this agreement wil! be well and faithfully 
irformed 

8. In case any dispute under this agreement shall arise between the parties 
which they are unable to adjust between themselves, it shall be settled by 


arbitration pursuant to the Arbitration Law of the State of New York, in the 


1 owing manner > 


notice 
1 upon the other party to the dispute stating the substance of 
and the contentions of the party making the demand. Three arbi- 
tors shall be selected. Unless the parties have mutually agreed upon quali- 
ed persons, one arbitrator shall be appointed by each party and the two so 
chosen shall designate a third. If either party fails or neglects within a period 
if fourteen (14) days after written notice by the one to the other, to select an 


arbitrator on its part, or if the two selected by the parties cannot 


Rither party to such dispute may make a demand for arbitration by 
\ SeTver 
the ad spute 


agree upon a 


third arbitrator within ten days after they have heen chosen, the Arbitration 
Committee of the American Arbitration Association upon request of either party 
shall 


appoint such arbitrator or arbitrators from its National Panel within a 
period of fourteen days thereafter. 

This dispute shall be submitted to the arbitrators in such manner as they 
shall direct and their decision rendered in writing shall be final and conclusion 
and binding upon the parties and judgment upon the award rendered, may be 
entered in the highest court of the forum, State or Federal, having juris‘liction. 

Nach party shall pay its own expense in connection with the arbitration, but 
the compensation and expenses of the arbitrators shall be borne in such manner 
as may be specified in their decision in writing. 

oo. This agreement may not be assigned by either party without the written 
consent of the other. 

This agreement shall enure to the benefit of and bind the respective parties and 
their successors and assigns. 

IN WITNESS WHEREOF, the parties hereto have hereunto caused these presents 
to be signed by their duly authorized officers and their corporate seals affixed 
the day and year first above written. 

NATIONAL PLATE Grass ComMPaNny, 
By E. F. Fisner, President. 


Attest: 
N. MerreE.t, Secretary. 
GENERAL Morors Corporation, 
By Cuas. T. FisHer, Vice President. 
Attest: 
N. MERRELL, Secretary. 
LIBBEY-OWENS-Forp Giass COMPANY, 
By Jonun D. Bracers, President. 
Attest : 


H. H. Baker, Seeretary 
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(2) 
rEMEN'T REGARDING TERMINATION DATE OF SEPTEMBER 21, 1936, AGREEMENT 


In negotiating prices for glass for each year subsequent to March 1, 1947, as 
provided in paragraph 8 of the Agreement dated September 21, 1936, the parties 
acreed to and did extend the term of the contract by one additional year. Con 
sequently, in negotiating prices in February of 1942, the term of the Agreement 
was extended until September 1, 1945. 

On September 1, 1943, due to the 1942 suspension of passenger-car production 
because of the war, General Motors Corporation gave Liberty-Owens-Ford Glass 
Company two years’ notice of its intention to terminate the contract, effective 
on August 31, 1945. 

AGREEMENT made this 21st day of September 1936, by and between NATIoNal 
PLATE GLASS CoMPANY, a Maryland corporation, with an office and principal place 
of business at Detroit, Michigan, and GeNneERAL Morors CORPORATION, a Delaware 
corporation, with an office and principal place of business at Detroit, Michigan 
(hereinafter called “Purchaser”), parties of the first part, and LiBBEY-OWweEns 
Forp GLAss CoMPANY, an Ohio corporation, with an office and principal place of 
business at Toledo, Ohio (hereinafter called “Seller”’), party of the second part 

As of June 30, 1951, the parties hereto entered into a certain agreement 
(hereinafter called the “Agreement”’) whereby Purchaser agreed to purchase 
from Seller and Seller agreed to manufacture, sell and deliver to Purchaser all 
the flat glass except safety or laminated glass required during the term of said 
\greement to equip all motor vehicles manufactured and produced in the United 
States by Purchaser and/or its wholly owned companies, and/or by its sub 
sidiaries. Said Agreement is still in force and effect, but the parties desire to 
amend and extend the same as hereinafter provided. 

In consideration of the premises and the mutual undertakings herein set forth 
the parties hereto agree that said Agreement of June 30, 1931, hereby is amended 
so that, as.amended, the same shall read as follows: 

1. This agreement shall continue in force until terminated by either party 
by giving two years’ previous notice in writing to the other, provided, however, 
that notice of termination may not be given by either party prior to September 
1, 1939, it being agreed that in any event this agreement shall continue and be 
in force until September 1, 1941. 

2. Purchaser agrees to purchase from Seller and Seller agrees to manufacture 
and sell and deliver to Purchaser all of the fabricated glass parts (fabricated 
from safety glass and/or other types of flat glass presently manufactured by 
Seller, cut to template, pattern or specifications and adequately edged and 
finished for the purpose for which such parts are to be used) and/or flat glass, 
required during the term of this agreement (exclusive of service and parts de 
partment requirements) to equip, with respect to windshields, windows and 
other similar openings, all motor vehicles manufactured and produced in the 
United States by Purchaser and/or its wholly owned companies, and/or by its 
subsidiaries, said parts and/or flat glass being sometimes hereinafter referred to 
generally as “glass.” 

*3. If at any time Seller is unable to promptly and adequately meet the 
current requirements of Purchaser, after receiving reasonable notice thereof, 
Purchaser may purchase the deficiency from sources other than Seller. 

*4. A subsidiary of General Motors Corporation shall be defined as any 
corporation which General Motors Corporation may now or at any time during 
the period of this agreement own or control at least 50 percent of the number of 
issued and outstanding shares of capital stock thereof possessing voting power 

*5. Seller agrees that all glass manufactured and sold by it to Purchaser shall 
be equal to or superior in quality to that heretofore manufactured and sold by 
National Plate Glass Company to General Motors Corporation, standards and 
quality of such glass to be evidenced by samples properly identified, selected as 
early as practicable by representatives of Purchaser and Seller and one set of 
such samples to be furnished each party. 

6. The prices (hereinafter called “basic prices’) to be paid by Purchaser for 
fabricated glass parts of laminated safety plate glass required under this agree- 
ment, shall be computed on the number of square feet in block sizes required for 


} 
« 


(NoTe.—Those paragraphs of the Agreement dated June 30, 1931, which remain un 
anged are marked with an asterisk. Paragraphs 4, 5, and 6 of said Agreement, however 
are herein renumbered as Paragraphs 38, 4, and 5.) 
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parts, and, until March 1, 1937, shall be dete ‘mined according to the 
schedule: 
j rhe price for the first 5.000.000 square feet re« 
be 9U cents per square foot. 
The price for the second 5,000,000 square feet 
shall be 82 cents per square foot. 
The price for all footage in excess of 10,000,000 square feet required in any 
tract year shall be 73.3 cents per square foot, subject 


only to the provisions 
agraph 7. 


follow- 


juired in any contract year 


required in any contract 


Che term “laminated safety plate glass,” as used herein, shall mean laminated 
te glass of the present standard automobile quality and thickness. 
In view of the anticipated large annual volume 


ot Purchasers glass business 
red to Seller 


<u] 


for a minimum period of five years, and in view of Seller’s con- 


lent ability to make long range plans and the further benefits to Seller under 
provisions of paragraph 20, Seller represents that the foregoing price 
dules and the adjustments to be made the rein, as hereinafter provided, make 
y due alowance for differences in estimated costs of manufacture, sale or 
very resulting from the d fferent methods and quantities in which the glass 
required by Purchser hereunder is sold and delivered. 
Seller further represents that all services or facilities connected with the 
essing, handling and sale of glass purchased hereunder are available to all 
customers on proportionately equal terms: and that the adjustments in 
ce herein provided are available to competitors of Purchaser in respect to a 
of glass of like grade, quality and quantity under terms which permit Seller 
ain economies in operation similar to those obtainable under this agree- 


\s promptly as practicable after execution hereof and as promptly as 
ticable after September 1 in each subsequent year, Purchaser shall furnish 
er with an estimate of Purchaser's requirements of fabricated glass parts 

or the ensuing year and the equivalent thereof in square feet. If in any such year 
shall appear that Purchaser’s requirements will or May exceed 30,000,000 square 
eet of satety plate glass computed on the basis OL block sizes, then Seller shall 
mptly advise Purchaser of the extent to which. with normal operation of 
hen existing facilities, it can manufacture Purchaser’s requirements in excess 
such 50,000,000 square feet without building additional facilities or declining 

» normal business of other customers. and to such extent will supply the same 
t the same price then prevailing for purchases in excess of ten million square 

hereunder; and will supply the balance of Purchaser's requirements in such 

a basie price (subject to the same adjustments as the “basic prices” 
‘fore set forth) of 7744 cents per square foot. 

s. The prices charged subsequently to March 1st, 1937, shall be those basic 

ces established in paragraph 6 and 7 of this agreement, subject to adjustment 

liannually on account of the following: The prices charged shall be increased 
reduced over or under the prices established in paragraphs 6 and 7 in pro- 

‘tion to the increases or decreases in the weighted average delivered prices of 
uaterials, fuel, power and the basic labor rate based upon a statement of such 

ces and rates used in computation of prices Specified in paragraphs 6 and * 
hich statement shall be furnished by Seller as early as practicable and become 

i part of this agreement. 

[f Seller should undertake directly or indirectly to manufacture and supply 
rt or all of its own materials, no effect under this paragraph shall be given 
) any increase in the weighted average delivered prices or cost of such ma- 

erials manufactured by Seller, but the weighted average delivered price at which 

ller could procure such materials from others shall govern adjustments under 

(his paragraph. If Seller is able to produce such materials itself more cheaply 

than the same can be procured from others, after earning a fair return on the 
upital invested in the production of said materials, then adjustments shall be 
ade hereunder only to the extent of one-half of the resulting savings. 

\n adjustment under the foregoing provisions shall be made semi-annually on 
’ before the first days of April and October in each year, for the periods ending 
February 28 and August 31, and ach party shall remit to the other the amount 

und to be due. 

The facts and figures which are the bases for the adjustments herein provided 
hall be reviewed and certified semiannually by an authorized representative of 
‘urchaser and an authorized representative of Seller, it being agreed that all 
pertinent contracts, records and books f account shall be made available for this 

purpose, 


reinhbe 


sé 
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Seller shall advise Purchaser whenever necessary or desirable and at any time 
upon request of Purchaser, as to any changes in the said weighted average prices 
and the probable effect thereof upon any price adjustments. 

%. Commencing with the year beginning September 1, 1938, in addition to the 
adjustments in prices provided in paragraphs 6 and 8 of this agreement, further 
adjustments of the price for glass shall thereafter be made as promptly as prac- 
ticable after the end of each contract year to reflect, as compared with the cost 
of manufacture for the first half of the calendar year 1938, one-half of all sub 
sequent savings, if any, in such cost of manufacture resulting from increased 
efficiency or changes in process or from changes in type of materials used, after 
deducting from such savings that portion of Seller’s federal and state payroll 
taxes allocable to Purchaser’s business hereunder. For the purpose of deter 
mining the cost of manufacture during the first half of the calendar year 1933, 
and of determining savings in cost of manufacture resulting in subsequent years 
from any such increased efficiency or changes, upon Purchaser’s request Seller 
will employ the public accounting firm of Ernst and Ernst, or some other firm of 
public accountants mutually agreed upon, to audit Seller’s books and records and. 
after deduction of the allocable amount of such payroll taxes, certify the net 
amount of savings to be thereafter reflected in glass prices. If the allocable 
amount of payroll taxes is greater than one-half of the aggregate savings, Selle: 
Will absorb the excess of such taxes without reflection of the same in the prices 
charged hereunder. 

10. The basic prices to be paid by Purchaser for all kinds of fabricated glass 
parts composed of other types of flat glass, and/or for other glass, for which no 
prices have been specified herein, shall be those prices which bear the same rela 
tion to Seller’s cost of manufacture, sale and delivery for such other kinds of 
flat glass in like volume and quantity, as the price established herein for lami 
nated safety plate glass bears to Seller’s cost of manufacture, sale and delivery 
for such laminated safety plate glass, subject, however, to Seller’s obligation t« 
meet fair market prices for all flat glass as set forth in paragraphs 11 and 12 
of this agreement. 

*11. Seiler agrees that in any event, its prices for glass manufactured and sold 
under this agreement, shall at all times be as low as the weighted average price at 
Which Seller sells glass, of the same size and quality, in substantial quantities to 
any other person or party in the United States. 

12. Seller further agrees, that if at any time after March 1, 1937, the average 
fair market prices at which glass is being sold by any other person in the United 
States to manufacturers of automobiles or manufacturers of any other con- 
veyances used in transportation, in good faith and not under unfair competition, 
in substantial quantities of similar size and quality of glass, are lower than the 
prices agreed upon herein to be paid by Purchaser, Seller agrees, on reasonable 
notice and proof of such fair market prices, either (a) to reduce its prices under 
this agreement to correspond to said average fair market prices during the period 
such prices are in effect, or (b) to release Purchaser from the obligations to buy 
glass under this agreement during the period that it may be able to purchase its 
requirements of glass from any other source at such lower prices. In the event 
that the parties shall be unable to agree as to the existence or fairness of such 
market prices, the matter shall be referred to arbitration and Seller may con 
tinue to furnish glass subject to reimbursing Purchaser for any difference which 
may be found as a result of the arbitration. 

*13. For the purpose of comparing prices, Seller’s prices in any calendar year 
up to July 1, 1988, shall be deemed to be those provided in this agreement dimin- 
ished by an amount per square foot computing by dividing $285,714.00 by the 
number of square feet of glass sold by Seller to Purchaser during the same 
calendar year. 

14. If during the period of this agreement any substance or product other than 
glass, or any distinctly new type of glass or safety glass shall be discovered or 
developed for use in lieu of glass now used in automobiles, and Purchaser shall 
notify Seller of its desire to use the new substance or product or new type of glass 
and the prices at which it may secure the same from others, then within ninety 
(90) days thereafter, Seller shall advise Purchaser whether or not it will sell the 
said new substance or product or new type of glass in the quantities and at the 
prices which Purchaser may be able to secure the same from others. In the event 
Seller declines to sell such substance or product or new type of glass in the quanti- 
ties and at the prices named, Purchaser shall have the right to manufacture or 
purchase the same from sources other than the Seller. 

*15. All prices herein stated shall be upon terms net. 
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*16. Purchaser shall pay to Seller on or before the tenth day of any month 
aggregate amount of invoices covering Shipments made to Purchaser he 
ween the sixteenth day and the last day inclusive, of the next preceding month, 
d will pay to Seller on or before the twenty-fifth day of any month the aggregate 
nount of invoices covering shipments made to Purchaser between the first day 
nd the fifteenth day, inclusive, of the current month. 
17. All glass and/or fabricated glass parts manufactured and sold hereunder 
shall, at the expense of the Seller, be packed in boxes or containers and loaded 

: cars or other means of conveyance for shipment. 

18. All deliveries shall be f. o. b. point of shipment. Freight at the carload 
rate shall be equalized with whichever of the following shipping points is nearest 
the point of destination designated by Purchaser : 

Pittsburgh, Pennsylvania 

Toledo, Ohio 

Crystal City, Missouri 

Ottawa, Illinois 
or with any other shipping point nearest the point of destination which may here- 
ifter be recognized by the glass industry in the general industrial area east of 
the Mississippi River as a shipping point for the type of fabricated glass parts 

id hereunder. Any shipping points which may be discontinued by the glass 
ndustry during the term of this agreement shall not thereafter be used for 

jualization purposes and freight shall be equalized to the next nearest point of 
pr ent 
19. Title to all glass manufactured hereunder shall be and remain in Seller 
intil shipped. 
20. For the purpose of assisting Seller in scheduling its operations and main- 
ing a relatively steady and evenly distributed production with its resulting 
nomies and reduction in direct and indirect costs of manufacture, sale and 
lelivery of glass purchased hereunder, Purchaser will give to Seller, in addition 


the annual estimated requirements provided in paragraph 7 hereof, ample and 
j 


dequate notice of patterns, sizes and specifications for fabricated glass parts to 
be required hereunder, and the following notifications in writing, beginning with 
month immediately following the execution of this agreement and continuing 
| the appropriate months before the expiration or termination of this agree- 


ent: 


(a) On the tenth day of each calendar month a schedule constituting a firm 

order, together with shipping instructions, subject to revision upon reasonable 

itice, for stated quantities of fabricated glass parts and specifications and sizes 

f other glass, together with the quality or character thereof to be shipped during 
the first ten days of the next succeeding month. 

(b) On the twenty-fifth day of each calendar month a schedule together with 
letailed shipping instructions which will constitute a firm order for the total 
uantities of fabricated glass parts or of other glass required during the next 
icceeding month against which detailed specifications issued on the tenth of 
the month will be applied. 

(c) On or before the twenty-fifth day of each calendar month a schedule con- 
stituting a tentative order, subject to revisions, for stated quantities of fabricated 
glass parts and specifications and sizes of other glass and the quality or character 
thereof to be shipped to it or upon its order during the second succeeding calendar 
month. 

(d) On or before the twenty-fifth day of each calendar month a schedule con- 
stituting an estimate, for information purposes only, stating quantities of fabri- 
cated glass parts and specifications and sizes of other glass, and the quality or 
character thereof that may be ordered by it during the third 
calendar month. 

*21. While it is understood Purchaser shall not be required to give Seller any 
firm orders for any glass except that specified under paragraph “20 (a) and (b)” 
hereof, Seller hereby agrees to keep on hand an amount of rough unpolished 
glass and/or finished glass required to manufacture and deliver the quantities 
and quality of glass mentioned in “(c)” and “(d),” so that Purchaser may at all 
times during the continuance of this agreement be assured of an adequate 
supply of glass for its requirements. Seller shall immediately furnish Purchaser 
upon request with a statement or statements showing quantities of glass on hand 
under the provisions of paragraph “20 (c) and (d)” above. 

*22. Seller shall ship promptly all glass for which it has received shipping 
instructions from Purchaser, as provided in paragraph “20 (a) and (b)” above, 
so that the same may be received by it, or at points of delivery designated by it, 

67272—56—pt. 8——-32 


succeeding 
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with as little delay as practicable, and should Seller neglect or refuse to make 
any shipment of glass within two Weeks from the time specified in Shipping 
Instructions and special request therefor be given by Purchaser, Purchaser may 
procure such glass from any other source at such price as may be exacted there 
for and Seller shall reimburse Purchaser for any excess over the price that 
would have been paid Seller therefor hereunder, and any other damages Sustained 
by Purchaser through Seller's failure to make delivery as herein provided. 

*253. Should three such defaults of a substantial nature and amount on the part 
of the Seller occur in any calendar year during the continuance of this agreement 
and the same should not be excused under any provision of this agreement, Py) 
chaser may give notice that it Will treat any further breach as ground for ter 
mination, and if thereafter, during such calendar year there shall be a furthe 
substantial but u lexcused default, Purchaser may, if it so desires, forthwit} 
cancel and ter inate this asreement, after which it shall not be liable to Seller 
for any matter or thing herein provided. 

<t. Purchaser has entered into this agreement with Seller on behalf of itself 
and its divisions and subsidiaries, based upon the representations made by Seller 
that the Purchaser w ill be able to procure from Seller a sufficient supply of plate 
Flass and safety plate glass and fabricated glass parts composed of the sams 
fo meet its requirements, and based upon the further representations of the 
Seller that it will fully and adequately reimburse Purchaser, its divisions an 
subsidiaries, on account of all loss and damage of every kind and descriptior 
which the Purchaser, it subsidiaries and affiliated companies may suffer on a 
count of any act or fault of the Seller not excused hereunder. 

*25. Purchaser, through auth rized representatives, and at the option of either 
or both, shall have the full right, at any time during the period of this agret 
ment to inspect all glass manufactured hereunder by Seller at the plats of 
Seller before any of such glass is shipped or after the receipt thereof at the 
several points of delivery. 

26. Purchaser may at its option place and maintain a sufficient number of in 
spectors at any plant of Seller to promptly inspect all glass manufactured hers 
under or so much thereof as they may desire, and Seller shall afford them every 
reasonable facility to enable them so to do. Each of said inspectors shall pre 
sent proper credentials to Seller to show that they are duly authorized to act 
for Purchaser and if any of them cease to be in the employ of Purchaser, Seller 
Shall be promptly notified of such fact. 

*27. If the option to inspect at the plants provided above is exercised by Pur- 
chaser, no glass shall be shipped by Seller hereunder until the same has been 
approved by at least one of such inspectors and such approval handed to Seller 

*=5. All glass rejected by the said inspectors or any of them at the plants of 
Seller shall be subject to the inspection of Seller, and if it is not prepared to 
accept the determination of said inspectors thereon, it shall have the right to 
arbitration as is elsewhere herein provided. 

*29. No delay of the said inspectors in inspecting glass shall operate as an 
excuse to Seller for not making the shipments thereof to Purchaser as provided 
in this agreement, unless it can be clearly demonstrated by Seller that such delay 
was occasioned by the wilful or unwarranted acts of said inspectors, or the 
failure of Purchaser to provide an adequate number of inspectors. 

*30. All glass shipped to Purchaser shall be deemed satisfactory to Purchaser. 
unless Seller be notified in writing to the contrary within 380 days from the re- 
ceipt of such glass, and in the event of any such glass being so rejected, Seller 
Shall, within thirty days after notification thereof, inspect the same and either 
acquiesce in such rejection or give notice of its intent to submit the matter to 
arbitration in the manner provided in this agreement, otherwise it shall be con 
clusively presumed that such rejection is agreeable to Seller and the rejected 
glass shall be returned to Seller at its own expense, 

*31. Seller will, at all times during the period of this argeement. fully indem- 
nify and save harmless Purchaser, its divisions and subsidiaries, from any and 
all charges of infringements or other patent complications arising out of the 
use by Purchaser, its divisions and subsidiaries, of any of the glass manufactured 
and sold by Seller under the terms of this agreement. 

82. Seller agrees further that it exclusively will be liable for the payment of 
that part of any daamges, costs, counsel fees, and/or other charges awarded or 
otherwise determined and fairly allocable to any period of this agreement sub- 
sequent to July Ist, 1931, on account of infringement or other patent complica- 
tions arising from any use by Seller of any or all patents, patent licenses, ete. 
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ed to Seller by National Plate Glass Company under a separate agree- 
whether or not such damages, costs, counsel fees, and/or other charges 
irded or determined as the result of pending or future litigation, or 
ent without litigation. 
So long as Seller shall perform fully and satisfactorily the terms of this 
eement, Purchaser, for itself and its subsidiaries, agrees that during the 
this agreement it and they will not engage directly or indirectly in the 
facture of safety glass or other flat glass of any kind, or fabricated glass 
‘the type covered by this agreement. 
Seller agrees that if upon expiration of this agreement, or any extension 
eof, and within a reasonable time thereafter, National Plate Glass Company 
General Motors Corporation, its divisions or subsidiaries, or either of 
should desire to engage in the manufacture and/or sale of glass, Seller 
ooperate to the fullest extent possible with either National Plate Glass 
Company or General Motors Corporation, or both, in making available to either 
f them, upon reasonable and fair terms, any patent licenses or patent rights 
hich were acquired by Seller from National Plate Glass Company, and which 
onal Plate Glass Company or General Motors Corporation may wish to 
The parties hereto shall not be liable, the one to the other, for failure 
erformance by either under this agreement to the extent that such per- 
nce is prevented or delayed by governmental action, war, fire, floods, 
‘es, public insurrections, labor troubles, interruption of transportation facil- 
or by any other cause or causes beyond their reasonable control. 
All notices to be given hereunder by either party shall be in writing and 
be given by personal delivery to an executive officer of the Purchaser or 
er or may be enclosed in a sealed postpaid envelope deposited in a United 
tes Post Office or in any letter box regularly maintained by the United States 
ernment for the transmission of mail, except that any notice terminating 

r cancelling this agreement, or any notice specified in paragraph “23” must be 
vriting and given by personal delivery to an executive officer of the Purchaser 
Seller or sent by reigstered mail addressed to the party intended to be notified. 
ices addressed to the Purchaser shall be addressed as follows: 

National Plate Glass Company and/or General Motors Corporation, General 
tors Building, Detroit, Michigan. 
Notices addressed to the Seller shall be addressed as follows : 
bbey-Owens-F'ord Glass Company, Toledo, Ohio. 
37. General Motors guarantees, promises and agrees that every obligation 
imed by its subsidiaries under this agreement will be well and faithfully 
formed. 
*38. In case any dispute under this agreement shall arise between the parties 
ch they are unable to adjust between themselves, it shall be settled by arbitra- 
n pursuant to the Arbitration Law of the State of New York, in the following 
inner: 

Hither party to such dispute may make a demand for arbitration by notice 
riting served upon the other party to the dispute stating the substance of 
dispute and the contentions of the party making the demand. Three arbitra- 

rs shall be selected. Unless the parties have mutually agreed upon qualified 

rsons, one arbitrator shall be appointed by each party and the two so chosen 
hall designate a third. If either party fails or neglects within a period of 

irteen (14) days after written notice by the one to the other, to select an 
bitrator on its part, or if the two selected by the parties cannot agree upon a 

rd arbitrator within ten days after they have been chosen, the Arbitration 

umittee of the American Arbitration Association, upon request of either party, 
all appoint such arbitrator or arbitrators from its National Panel within a 
eriod of fourteen days thereafter. 

This dispute shall be submitted to the arbitrators in such manner as they 

ill direct and their decision rendered in writing shall be final and conclusive 
nd binding upon the parties and judgment upon the award rendered may be 
ntered in the highest court of the forum, State or Federal, having jurisdiction. 

Each party shall pay its own expense in connection with the arbitration, but 
e compensation and expenses of the arbitrators shall be borne in such manner 

ay he specified in their decision in writing. 

*30. This agreement may not be assigned by either party without the written 
onsent of the other. 

rhis agreement shall enure to the benefit of and bind the respective parties 
nd their successors and assigns. 
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to bs 
signed by their respective duly authorized officers and their respective corporat 
seals to be hereunto affixed all as of the day and year first above written. 

NATIONAL PLATE GLASS COMPANY, 
By E. F. FisHer, President. 


Attest: 
N. MERRILL, Secretary. 
GENERAL MOTORS CORPORATION, 
By W. KNUDSEN, Vice President. 
Attest: 
N. MERRILL, Secretary. 
LIBBEY-OWENS-ForD GLASS COMPANY, 
By JouNn D. Bicegers, President. 
Attest: 


H. H. Baker, Secretary 
Approved as to execution by J. McEvoy, Jr., legal department. 


(3) 


STATEMENT REGARDING TERMINATION DATE 
Or MAy 31, 1954, AGREEMENT 


It will be noted that paragraph 6 of this Agreement, entitled “Extension of 
Agreement Upon Negotiation of Prices” provides that if, as a result of the nego- 
tiations described in paragraph 5, the parties shall come to an agreement as t 
the types of glass to be supplied during the next ensuing contract year and as 
to the firm unconditional prices to be paid therefor, covering purchaser's 
total requirements, then the term of the Agreement shall automatically be ex- 
tended for an additional contract year. 

Inasmuch as the parties have been able to come to such an agreement each 
year, the term of the contract dated May 31, 1945, has now been extended until 
August 31, 1958. 

AGREEMENT 


By and between General Motors Corporation (Fisher Body Division) a Delaware 
corporation) and Libbey-Owens-Ford Glass Company (an Ohio corporation) 
Dated: Detroit, Michigan, May 31, 1945 


THIS AGREEMENT made in quadruplicate this 31st day of May, 1945 by and 
between GENERAL Morors CorporaATION (Fisher Body Division), a Delaware 
corporation, with a principal office and place of business at Detroit, Michigan, 
hereinafter referred to as fhe “Purchaser,” and LIBBEY-OWENS-ForD GLAss Com- 
PANY, an Ohio corporation, with a principal office and place of business at Toledo, 
Ohio, hereinafter referred to as the “Seller,” 


WITNESSETH 


Whereas the parties hereto have entered into a previous agreement under date 
of September 21, 1936, for the Purchaser’s requirements of glass for motor vehicle 
manufacture as therein defined, which agreement as subsequently extended and 
amended will terminate as of August 31, 1945, in accordance with a notice duly 
given by the Purchaser to the Seller in accordance with the terms of said agree- 
ment under date of September 1, 1943; and 

Whereas the parties hereto now mutually desire to enter into a new agreement 
to become effective upon the expiration of said previous agreement, covering Pur- 
chaser’s requirements of glass for motor vehicle manufacture as hereinafter 
defined ; 

Now, therefore, in consideration of the premises and of the promises here- 
inafter made by each of the parties to the other, it is agreed as follows: 


DEFINITIONS 


1. Meaning of terms in agreement 

The various terms used herein shall have the following meanings unless 
the context otherwise requires: 

(a) Glass.—Glass of any type presently manufactured by Seller. 
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b) Subsidiary of purchaser.—Any corporation in which Purchaser may now 
at any time during the life of this Agreement own or control in excess of 
of the number of issued and outstanding shares of capital stock thereof 
essing voting power. 
) Contract year.—Each twelve-month period from September 1 to August 
clusive, during the term of this Agreement, including any extensions thereof. 
the event, however, that it is found to be undesirable or impracticable at any 
ie during the life of this Agreement to maintain the period from September 1 
\ugust 31, inclusive, as the contract year, and it is deemed feasible to change 
he ntract year to any other period of twelve consecutive calendar months to 
form with a generally accepted model year which may be established in the 
‘bile industry or for any other reason, the term of this Agreement may be 
sted by the mutual agreement of the parties as deemed appropriate under the 
mstances 
) Termination period or two-year termination period.—The two full con- 
years following a failure of the annual price negotiations described in 
raph 5 hereof. 
COVERAGE OF AGREEMENT 
Glass requirements covered by agreement 


Seller shall manufacture, sell, and deliver to Purchaser and Purchaser shall 
rchase from Seller during the term of this Agreement, including any exten- 
s thereof, all of Purchaser’s requirements of glass, as hereinafter defined, 
ject, however, to a percentage reduction thereof, at Purchaser’s option, in 
e manner hereinafter set forth, during the two full contract years following 
failure in any year of the annual price negotiations hereinafter described. 
iser’s requirements of glass shall consist of all of the fabricated glass 
quired to equip, with respect to windshields, windows, and other similar 
enings, all new motor vehicles (including station wagons and sedan delivery 
rs, but excluding trucks and buses), such motor vehicles being hereinafter 
eferred to as “passenger cars,” manufactured or produced in the United States 
y Purchaser, its Divisions and Subsidiaries. 
In addition to such requirements and as a part of the consideration from the 
Seller to the Purchaser under this Agreement, Seller shall manufacture, sell, 
( deliver to Purchaser such fabricated glass parts as Purchaser, at its op- 
, ay order trom Seller during the life of this Agreement as service replace- 
ent parts for passenger cars currently or previously produced by Purchaser, 
Divisions and Subsidiaries. 
\ll fabricated glass parts furnished under this Agreement shall be made as 
necessary for the Purchaser’s requirements from types of glass presently manu- 
tured by Seller and shall be formed, cut to template, pattern, design, and 
ations of Purchaser and adequately edged and finished for the purpose 
h such parts are to be used. 








l fi 
peciii 





vii 


DURATION OF AGREEMENT 


Vinimum term subject to further conditions 
This Agreement shall continue in force for a term of three contract years 
mmencing on September 1, 1945, provided, however, that: 

a) It shall be extended automatically each year for an additional contract 
year upon the successful consummation of the annual price negotiations here- 
fter described, and thereupon a new three-year term shall begin ; 

(b) It shall automatically terminate (unless renewed as hereinafter provided) 
it the end of the second full contract year following a failure of such annual 
price negotiations in any year ; 

(c) It may be terminated by written notice at the will and option of either 
party effective not earlier than the end of the second full contract year follow- 
ing the contract year in which such notice is given ; 

(d) It may be terminated at the will and option of the Purchaser in the event 


f a default in delivery by the Seller as described in Paragraph 27 hereof. 


PRICE ARRANGEMENTS AND EFFECT ON DURATION OF AGREEMENT 
}. Prices for first contract year 


During the contract year ending August 31, 1946, the firm unconditional prices 
to be paid by Purchaser to Seller for fabricated glass parts of the present auto- 
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mobile standard dimensional tolerances and thicknesses, both as to glass 
plastic, shall be determined in accordance with the schedule set forth in Ex! 
“A” attached hereto and made a part hereof. 









5. Negotiation of prices for subsequent years 
On or before June 1, 1946, and on or before June 1 of each contract year tt 
after for which firm, unconditional prices for the Purchaser's total glass requir 
ments have been established in the manner hereinafter set forth, Seller shall 
municate with the Purchaser to initiate negotiations for the establishment 

firm, unconditional prices for the Purchaser’s total glass requirements for 
next ensuing contract year. Thereupon, but not later than June 5 of the tt 
current contract year, Purchaser shall inform Seller as to the shapes, sizes, thi 
nesses, and types or kinds of fabricated glass parts which Purchaser will requ 
during the next ensuing contract year, based on the types or models of passeng 
ears planned for manufacture, and as to the estimated volume of Purchaser’s 
quirements, together with other information relating to Purchaser’s expect 
requirements. Seller shall then quote to Purchaser, prior to June 14, proposs 
firm prices for the Purchaser’s total glass requirements for the next ensuing 
tract year. Thereupon, and in any event prior to July 15 of the then current « 
tact year, the parties shall negotiate with each other in good faith to establ 
firm, unconditional prices for such total glass requirements, on the basis of a 
sideration of all relevant factors, including, in addition to the information alre 
furnished by Purchaser, the ability of the Seller’s organization and the capa 
of its facilities to supply the anticipated requirements; trends in the cost of g 
manufacture and in passenger car prices; new developments in the motor veh 
and glass industries ; and other pertinent considerations. 






























6. Eatension of agreement upon negotiation of prices 
If as a result of the negotiations described in Paragraph 5, the parties sha 
come to an agreement as to the types of glass to be supplied during the next e1 
suing contract year and as to the firm, unconditional prices to be paid theref: 
covering Purchaser’s total requirements, then the term of this Agreement sha 
automatically be extended for an additional contract year. In such event, 


agreement of the parties shall be evidenced by an appropriate supplement to t} 
Agreement. 









7. Termination of agreement upon failure to negotiate prices 

If, as a result of the negotiations described in Paragraph 5, however, th: 
parties are unable to come to such an agreement on or before July 15 of the 
then current contract year, then this Agreement shall automatically terminate 
at the end of the second full contract year thereafter, unless renewed as herei! 
after provided. 













8. Purchaser’s options upon failure of annual price negotiations 
It is the intention of the parties that during the aforesaid “two-year termi 
tion period,” the relationships between Purchaser and Seller with respect to at 
least a portion of Purchaser’s glass requirements shall continue, for their mutua 
protection, and that the Purchaser shall have adequate opportunity to devel 
other sources of supply for its glass requirements during and following th 
termination of this Agreement. Accordingly, in the event that the said annual 
negotiations fail on or before July 15 of any contract year, the Purchaser shal! 
have the following options: 

(a) First option.—The option, provided notice of the exercise thereof is given 
to Seller prior to August 15 of the then current contract year, of procuring 
from another source or sources any designated proportion, not exceeding 25 per 









cent, of its glass requirements during the first year of said two-year termination 
period. 


(b) Second option.—The option, provided notice of the exercise thereof is 


given to Seller prior to March 1 of the first year of said two-year terminatior 
period, of procuring from another source or sources any designated proportion 
not exceeding 50 percent, of its glass requirements during the second year of 
said two-year termination period. 

(c) Third option.—The option, provided notice of the exercise thereof is give 
to Seller prior to August 15 of the first year of said two-year termination period 
and provided the Second Option above has not been exercised, of procuring fron 
another source or sources during the second year of said two-year terminatior 
period any designated proportion, not exceeding 25 percent, of its requirements 
in addition to the percentage, if any, of Purchaser’s requirements procured fron 
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thers than Seller under the First Option above during the first year of said two- 

r termination period. 

Performance hereunder as affected by options 

The exercise of or failure to exercise the options set forth in Paragraph 8 
ereof shall be subject to the following conditions: 

(a) Should the Purchaser fail or omit to exercise the First Option above, 
seller shall have the right and obligation to supply Purchaser’s total require- 

euts of glass during the first year of said two-year termination period. 

b) Should the Purchaser fail or omit to exercise either the Second or Third 
n above, having theretofore also failed or omitted to exercise the First 

tion, Seller shall have the right and obligation to supply Purchaser’s total 

juirements of glass during the second year of said two-year termination period. 

) Should the Purchaser exercise the First Option, it may not thereafter, 

failing or omitting to exercise either the Second or Third Option, have the 

ht to call upon Seller (unless Seller otherwise consents) to supply and the 

rcbaser shall not be obligated to purchase during the second year of said two- 

year termination period more than the percentage of its requirements being 

pplied by Seller, pursuant to Purchaser’s election under the First Option, 
ing the first year of said two-year termination period. 

(d) Upon the receipt of notice from the Purchaser of its election to exercise 
any one or more of the foregoing options, Seller shall be relieved of the obligation 
nd responsibility to supply Purchaser’s requirements to the extent of the propor- 

which Purchaser has elected to procure from others, except that Seller 

ll, if requested by Purchaser in the notice given pursuant to the First Option, 

ipply Purchaser’s total requirements during the first sixty days of the contract 

ear following the receipt of such notice. In such event, the percentage which 
Purchaser has elected to procure from others shall apply only to Purchaser’s 
requirements during the remaining months of such year. 

(e) In order to avoid any abrupt change in the balanced utilization of Seller’s 
established facilities for the production of various types of glass in so far as 
such facilities are utilized to supply Purchaser’s requirements, and in order to 

ermit the Purchaser to place a portion of its requirements with other sources 
supply on a practicable basis, the portion of Purchaser’s total requirements 
vhich Purchaser elects to procure from others under any of the options set forth 

Paragraph 8 hereof shall, unless otherwise consented to by Seller, be distributed 
‘atably with Purchaser’s remaining requirements from Seller for each monthly 
period of the year and shall comprise a representative cross-section, by types 
of glass, of Purchaser’s total requirements. For this purpose, Purchaser may 
select as a representative cross-section of its total requirements, the requirements 
for one or more of its passenger car lines, one or more body styles, or one or 
more plant locations, or other appropriate division of its requirements: Provided, 
however, That in making its selection as aforesaid, Purchaser shall endeavor, 
so far as is practicable, to achieve a proportionate distribution among the types 
of glass constituting the Purchaser’s total requirements. 

(f) The right of Purchaser, under the foregoing options, to procure a portion 

f its total glass requirements from another source or sources than Seller 

1! ineInde the right of Purchaser, its divisions and subsidiaries, to engage in 

the manufacture of glass for the purpose of supplying such requirements. 





10. Formula for prices during termination period upon failure of price nego- 
tiations 

In the event of failure of the annual price negotiations described in Paragraph 
5 hereof, prices for all glass furnished by Seller to Purchaser during the sub- 
sequent two-year termination period (irrespective of whether or not the Purchaser 
exercises any one or more of the foregoing options) shall be the firm, uncondl- 
tional prices (hereinafter referred to as “base prices”) last in effect during the 

ntract year immediately preceding such two-year termination period, adjusted 
or changes in Seller’s costs in accordance with the following method: 

(a) The proportion of Seller’s base prices which shall be subject to adjust- 
ment hereunder is accepted as 65 percent. 

(b) The last three months of the contract year immediately preceding the two- 
year termination period shall he designated as the “hase period.” 

(ec) For each month of the two-year termination period, there shall be de- 
termined the percentage increase or decrease, if any, of average hourly earnings 
for labor in All Manufacturing Industries, as compiled monthly (third printing) 


¢ 
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by the United States Department of Labor, Bureau of Labor Statistics, from the 
arithmetic mean of average hourly earnings compiled as aforesaid for each month 
of the base period. 
(d) The amount of the adjustment to Seller’s base prices shall be determined 
for each month of the two-year termination period by applying to 65 percent of 
the aggregate invoice value, at such base prices, of all glass shipped by Seller 
to Purchaser during each such month the aforementioned percentage increase 
or decrease, if any, for such month. 

(e) Seller shall submit 









to Purchaser monthly statements of the amounts of 
the adjustments to its base prices, determined in accordance with the foregoing, 
promptly after the pertinent data for each month are available. For the pur 
pose of determining such adjustments, the aforementioned percentage increases 


or decreases from the base period shall be computed to the nearest one-tenth 
of one percent, 


(Ll) 







Pending determination of the price adjustments due hereunder, shipments 
if glass shall be invoiced at the base prices and paid for as provided elsewhere in 
this Agreement. Vayments for price adjustments increasing the base prices, or 
deductions for price adjustments decreasing the base prices shall be made by 
Purchaser or Seller, as the case may be, within thirty days after the receipt of 
each monthly statement above specified. 













1] Vegotiation for fi 





m prices in lieu of such formula prices 

In the event that the determination of prices for the two-year termination 
period, by the formula described in Paragraph 10 hereof, becomes operative, 
negotiations may be requested by either party at any time during said two-year 

‘Inination period for the establishment of firm, unconditional prices in lieu 
of the formula determination for any or all fabricated glass parts included in 
that portion of Purchaser’s requirements of glass purchased from Seller. Upon 
such request, the parties shall negotiate with each other in good faith to agree 
upon such firm, unconditional prices, and such prices may, if the parties mutually 
desire, be made retroactive to the start of the then current contract year. In 
the event the said negotiations are successful, the agreement of the parties shall 
be evidenced by an appropriate supplement to this Agreement. 








¢ 
.) 
tel 






















12. Establishment by arbitration of equitable 


NeETOTIATIONRN 








prices upon failure of such 






In the event that at 


l 





any time during the two-year termination period, the 
ider the formula set forth in Paragraph 10 hereof are found 
by either party to be inequitable in relation to competitive prices for glass of 
similar sizes, shapes, thicknesses, types, and qualities, it is contemplated that 
the parties will agree upon new firm, unconditional prices in lieu of such adjusted 
prices in the manner set forth in Paragraph 11 hereof. 
unable 





prices as adjusted ut 








Should the parties be 
to so agree, however, then upon the request of either party, the matter 
shall be referred to arbitration and the arbitrators, after considering and weigh 
ing all appropriate factors, including the volume of Purchaser’s requirements, 
prices available from Seller’s competitors, the intended relationships of Pur- 
chaser and Seller as expressed in this Agreement, and other relevant considera 
tions, shall fix such prices as they deem equitable under all the circumstances. 


13. 












Vegotiation during termination period for continuance of agreement 





At any time during said two-year termination period, negotiations may be 


requested by either party toward the establishment of firm, unconditional prices 
for Purchaser's total requirements of glass for the next ensuing twelve months’ 
period from September 1 to August 31, inclusive, and for the resumption of a 
three-year contractual relationship similar to that established by this Agree- 
ment. Upon such request, the parties, to the extent not prevented by any prior 
commitments of either, shall negotiate with each other in good faith on the basis 
of a consideration of all relevant factors, and in the event the said negotiations 
are successful, the agreement of the parties shall be evidenced by an appropriate 
supplement to this Agreement. 












14. Prices for new types of fabricated glass parts 


(a) At any time prior to June 1st of each year, upon Purchaser’s request, Seller 
will quote estimated prices for new types, shapes, sizes or thicknesses of fabri- 
cated glass parts, made from types or kinds of glass theretofore manufactured 
by Seller, which Purchaser may wish to consider for use in the next ensuing con- 
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year. 


Such estimated prices, however, shall not be binding upon Seller, it 

he intention of the parties that the use of such new types of parts and firm 
es therefor shall be the subject of determination in the next succeeding an 
negotiations, or if the last preceding annual negotiations have failed, that 
prices for such parts shall be determined as hereinafter provided. 

) In the event that during the course of any contract year except during the 
-year termination period provided for in this Agreement, Purchaser requires 
shapes, sizes, or thicknesses of fabricated glass parts made from 
es or kinds of glass theretofore manufactured by Seller, but for which prices 
e not been established in this 

‘ly pr 


types 
Vp ’ 


Agreement or in the annual negotiations imme- 
eceding such year, it is the intention of the parties that prices therefor 
| be determined by negotiation. Should the parties be unable to agree upon 
prices, Seller shall establish prices which bear the same relation to Seller’s 
of manufacture of such new fabricated glass parts as the weighted average 
price of parts for which prices are currently established bears to Seller’s weighted 
verage cost of manufacture of such parts. 


For this purpose, Seller’s cost of manufacture shall be determined on the basis 
Se ler’s ‘ 


actual experience during the then current contract year, making due 

ance for adequate amortization of any new facilities expressly provided to 
Purchaser’s new requirements. 

hould the Purchaser so request, the prices established by Seller in accordance 

this formula shall be verified at Seller’s expense by any impartial firm of 


ic accountants of national standing selected by Purchaser, and in such case 
er shall allow such firm in confidence full access to the appropriate accounts 


| records. 


Pending a final determination of prices hereunder, Seller shall invoice Pur 
ser ¢ 


rat the prices determined by Seller's accountants under the above formula. 
Such prices for new fabricated glass parts, whether established by negotiation or 
rmula, shall continue in effect only for the remainder of the then current con- 
year and shall be subject to change in the next succeeding annual negotia- 
ns or Shall assume the status of base prices for the two-year termination period 
the event of a failure of such annual negotiations. 

(c) In the event that during the course of the two-year termination period 
provided for in this Agreement, Purchaser requires new types, shapes, sizes, or 
thicknesses of fabricated glass parts made from types or kinds of glass thereto- 

e manufactured by Seller, but for which base prices have not been established 

der this Agreement, it is the intention of the parties that firm prices therefor 
shall be determined by negotiation which shall not be subject to adjustment under 
the provisions of Paragraph 10 of this Agreement. Should the parties be unable 
to agree upon such prices, however, prices for such parts shall be established by 
the formula set forth in Paragraph 14 (b) hereof, which shall be subject to 
verification as therein provided, and the prices so established shall be deemed 
to be base prices subject to adjustment under the provisions of Paragraph 10 
hereof. 

15. Prices for new types of glass or glass substitutes 

(a) If at any time during the life of this Agreement Purchaser desires or 
termines to use, in whole or in part in place of the glass then being supplied by 
eller under this Agreement, any substance or product other than glass, or any 
distinctly new kind or type of glass, which may have been heretofore or which 
may be hereafter discovered or developed, Purchaser may, but shall not be obli- 
gated to, notify Seller of its desire or intention to use such new substance or 
product or new kind of glass and the quantities thereof required and the prices at 
which it may be able to secure the same from others. In such event, Seller shall, 
thin ninety (90) days thereafter, advise Purchaser whether or not it will 
idertake to supply Purchaser’s requirements of the said new substance or 

‘oduct or new kind of glass at the prices at which Purchaser may be able to 
secure the same from others. 

(b) In the event Seller agrees to supply Purchaser’s requirements of such 
new substance or product or new kind of glass at the aforesaid prices, such 
requirements of Purchaser shall thereafter be included within the scope of this 
Agreement, but the prices established therefor shall continue in effect only for 
the remainder of the then current contract year and shall be subject to change 
in the next succeeding annual negotiations or shall assume the status of base 
prices for the two-year termination period in the event of a failure of such 
annual negotiations. 
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GENERAL PRICE PROVISIONS 
16. Computation of parts sizes 


All prices for fabricated glass parts furnished under this Agreement shal] 
computed on the basis of the number of square feet and fractions thereof co; 
tained in the smallest rectangle, the dimensions of which are measured in f) 
inches, into which each such finished part in its flat state will fit or into whic! 
a flat part of an area equivalent to such finished part would fit. 


‘ 


17. Limitation on application of prices 


The prices herein established for fabricated glass parts during the contra 


year ending August 31, 1946, and as established in the manner hereinbefore s; 
forth for subsequent contract years, shall apply only to fabricated glass part 
including service relpacement parts, required for the then current passenger 
car models produced by Purchaser, its divisions and subsidiaries. Prices 


fabricated glass parts 


required as service replacement parts for prior year 
models Shall be separately negotiated and established by the parties as necessar 
from time to time. 

18. Sales by seller to others 


Seller represents that it now has outstanding no contract to supply glass 
ny other manufacturer of passenger cars, but, subject to its performance of 
this Agreement, Seller shall be free to sell glass to such other manufacturers. 
19. Prices to be as low as competitive prices 


(a) Prices to be as low as seller’s prices to others.—Seller’s prices for fab 
ricated glass parts manufactured and sold under this Agreement shall af a 
times be as low as the weighted average price at which Seller sells fabricated 
glass parts, of the same sizes, Shapes, thicknesses, types, and qualities, in sub 
stantial quantities to any other passenger car manufacturer in the United States 

(b) Prices to be as low as prices of seller's competitors.—If at any time during 
a contract year in which Seller is supplying Purchaser's total glass requirements 
at firm, unconditional prices under this Agreement, the average fair market 
prices at which glass is being sold by any other person in the United States to 
manufacturers of automobiles or manufacturers of any other conveyances used 
in transportation, in good faith and not under unfair competition, in substantial 
quantities of similar sizes, Shapes, thicknesses, types, and qualities of glass, ar 
lower than the prices agreed upon herein to be paid by Purchaser or agreed 
upon in the annual negotiations immediately preceding such contract year, as 
the case may be, Seller shall, on reasonable notice and proof of such fair market 
prices, either reduce its prices under this Agreement to correspond to said 
average fair market prices during the period such prices are in effect, or release 
Purchaser from its obligations to buy glass under this Agreement during the 
period that it may be able to purchase its requirements of glass from any other 
source at such lower prices. In the event that the parties shall be unable to agree 
as to the existence or fairness of such market prices, the matter shall be referre 
to arbitration and Seller may continue to furnish glass subject to reimbursing 
Purchaser for any difference which may be found as a result of the arbitration 
20. Prices not to exceed those provided by OPA 

Seller represents that to the best of its knowledge and belief prices charged 
or to be charged hereunder shall not exceed those provided for by the applicable 
prevailing price regulations of the Office of Price Administration. In the event 
that it is subsequently determined that the prices charged hereunder are in ex- 
cess of the prices provided in the applicable regulations of the Office of Price 
Administration, Seller shall refund such excess. 

1. Prices net 

All prices herein stated or determined under this Agreement shall be upon terms 

net. 


DELIVERIES AND PAYMENT 


) 


22. Firm manufacturing releases 


For the purpose of assisting Seller in scheduling its operations and maintaining 
a relatively steady and evenly distributed production with its resulting economies 
and reduction in direct and indirect costs of manufacture, sale, and delivery 
of glass purchased hereunder, Purchaser will give to Seller ample and adequate 
notice of patterns, sizes and specifications for fabricated glass parts to be re- 
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ed hereunder and the following notifications in writing, beginning with the 
opriate month following the execution of this Agreement and continuing 

1 the appropriate month before the termination of this Agreement: 
2) On or before the tenth day of each calendar month a firm manufacturing 
se together with shipping instructions, covering the total quantities of 
ited glass parts to be shipped during the next succeeding month, said 
ping instructions to be subject to revision by Purchaser upon reasonable 
e: provided, nevertheless, that Purchaser shall make every reasonable effort 
ace firm manufacturing releases with Seller for the contract year ending 
31, 1946, so as to permit manufacture by Seller prior to April 1, 1946, 

1 of Purchaser's requirements for said contract year. 

On or before the twenty-fifth day of each calendar month a tentative 
se, subject to revision, covering the total quantities of fabricated glass parts 

be shipped during the second succeeding calendar month. 

On or before the twenty-fifth day of each calendar month an estimate, 
formation purposes only, stating quantities of fabricated glass parts that 
be released by Purchaser during the third succeeding calendar month. 

Supplementary releases and reserve stocks 
While Purchaser shall not be required to give Seller any firm manufacturing 
ises for any glass except as specified under Paragraph 22 (a) hereof, Pur- 
r may, if it appears desirable for the protection of its requirements, give 
firm manufacturing releases for additional quantities of fabricated glass 
ts with such instructions as to storage and shipment as appear to be neces- 
y, and in such case Seller will do all that is practicable to comply with such 
tructions. Seller shall in any event keep on hand an amount of rough un- 
ished glass and plastics and/or finished glass sufficient to manufacture and 
ver to Purchaser the quantities of fabricated glass parts of which Seller 
ivised pursuant to Paragraphs 22 (b) and (c) hereof, so that Purchaser 
at all times during the continuance of this Agreement be assured of an ade- 
te supply of glass for its requirements. Seller shall immediately furnish 
haser upon request with a statement or statements showing quantities of 
rlass on hand under the provisions of this Paragraph. 
Packing for shipment 
glass manufactured and sold hereunder shall, at the expense of the Seller, 
packed in standard commercial boxes or containers and loaded on cars or 
her means of conveyance for shipment. Mutually agreed upon reasonable prices 
be charged by Seller, as required from time to time, for special or unusual 
ng or packaging required for service or other special shipments. 


Freight terms and equalization 
deliveries of glass by Seller to Purchaser under this Agreement shall be 


o. b. point of shipment. During the contract year ending August 31, 1946, 

reight charges shall be equalized by Seller on the following basis: 

On carload shipments, freight shall be equalized on the basis of the difference 
ween the lowest carload charge on the quantity shipped from the actual point 
shipment and the lowest carload charge on the same quantity if shipped from 
» most favorable of the recognized shipping points for the same type of glass, 
the point of destination designated by Purchaser. 

less-than-carload shipments, freight shall be equalized on the basis of the 
ference between the carload rate (subject to the lowest minimum weight) 
the actual point of shipment and the carload rate (subject to the lowest 
nimum weight) from the most favorable of the recognized shipping points for 
same type of glass, to the point of destination designated by Purchaser. 
eecognized shipping points for Flat Laminated Safety Plate Glass, Flat Lami- 
ited Safety Sheet Glass, and Flat or Bent Tempered (Heat Treated) Plate 
Glass are: 
Creighton, Pennsylvania 
Ford City, Pennsylvania 
Toledo, Ohio 
Crystal City, Missouri 
Ottawa, Illinois 
ind for Bent Laminated Safety Plate Glass are: 
Creighton, Pennsylvania 
Ford City, Pennsylvania 
Toledo, Ohio 
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During each contract year after August 31, 1946, freight charges shall also be 
equalized on the foregoing basis unlss otherwise agreed upon by the parties in 
the annual negotiations immediately preceding each such year, by reason of th, 
establishment of additional recognized shipping points, the discontinuance of 
existing recognized shipping points, or for any other reason. 

26. Title 

Title to all glass manufactured hereunder shall be and remain in Seller unti] 

shipped. 


27. Defaults 


(a) Seller shall ship promptly all glass for which it has received shipping in 
structions from Purchaser, as provided in Paragraph 22 hereof, so that the same 
may be received by it, or at points of delivery designated by it, with as little 
delay as practicable, and should Seller fail or refuse to make any shipment of 
glass within two weeks from the time specified in said shipping instructions upon 
special written request therefor by Purchaser, Purchaser may procure such glass 
from other sources at such price as may be exacted therefor and Seller’s liability 
unelss excused under the provisions of subparagraph (c) below shall b 
to Purchaser upon demand the excess 
charges, to Purchaser of the 
portation charges, 

(b) Should three such defaults of a substantial nature and amount on the 
part of the Seller occur in any contract year during the continuance of this 
Agreement and should such defaults not be excused under any provisions of this 
Agreement, Purchaser may give written notice that it will treat any further 
breach as ground for termination; and, if thereafter during such contract year 
it shall be found there is a substantial and unexcused default. Purchaser may 
af its will and option forthwith cancel and terminate this Agreement. Sucl 
cancellation and termination shal] discharge Purchaser from all further liability 
hereunder, including liability for releases previously given if deliveries there- 
under have not been made by the date of termination. 

(c) Neither party hereto shall be liable for delay in or failure of performance 
under this Agreement, to the extent that such performance is delayed or pre- 
vented by causes beyond the control of and without 
cluding, but not restricted to, 
Government (including. 


e to pay 
of the cost, including transportation 
£1ass SO procured over Seller’s prices plus trans 


its fault or negligence, in- 
Acts of God, acts of the public enemy, acts of the 
but not restricted to, actions or orders of any Govern- 
mental agency, commission. board or bureau), fires, floods, unusually severe 
weather, epidemics, quarantine restrictions, strikes, slowdowns or labor troubles, 
riots, public insurrections, and freight embargoes or interruption or deficiency 
of transportation facilities, 
28. Invoice payment dates 


Purchaser shall pay to’ Seller on or before the tenth day of each month the 
agsregate amount of invoices covering Shipments made to Purchaser between 
the sixteenth day and the last day, inclusive, of the next preceding month, and 
Shall pay to Seller on or before the twenty-fifth day of each month the aggregate 
amount of invoices covering Shipments made to Purchaser between the first day 
and the fifteenth day, inclusive. of the current month. 


STANDARDS OF MANUFACTURE 
«J, Quality of glass 


All glass manufactured and sold by Seller to Purchaser hereunder shall be 
equal in quality to that heretofore manufactured and sold by Seller to Pur- 
chaser, and shall be equal or superior in quality to glass of the same types cur- 
rently produced commercially by others for quantity production passenger cars. 
The standards and quality of such glass shall be evidenced by samples selected 
as early as practicable by representatives of Purchaser and Seller, such samples 
to be properly identified and a complete set thereof furnished to each party. 
30. Inspection and rejections 


Purchaser shall have the right, continuously or at any time during the life of 
this Agreement, to have its duly authorized representatives check Seller’s in- 
spection and inspection methods or procedures on all glass manufactured here- 
under at Seller’s plants, and in the event such right is exercised, Seller shall 
afford Purchaser’s representatives every reasonable facility for such check. 
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Purchaser shall also have the right to inspect all glass furnished by Seller 
eunder after its receipt by Purchaser at the designated points of delivery, 
it no rejections of such glass by Purchaser shall be recognized unless Seller 
notified thereof in writing within thirty days from the receipt of such glass 
vy Purchaser 
In the event of any rejections of glass by Purchaser, either at Seller’s plants 
llowing its shipment to Purchaser, Seller shall have the right to reinspect 
h rejected glass within thirty days after it has been notified of the rejec- 
n. Should the parties be unable to agree upon the acceptability or unaccep- 
‘ility of any rejected glass, their differences, upon the request of either party, 
all be settled by arbitration in the manner elsewhere provided in this Agree- 
nt. All finally rejected glass which has been delivered to Purchaser shall be 
eturned to Seller at its expense, and Seller shall refund to Purchaser any pay- 
ents made for such glass, including any freight charges paid by Purchaser for 
s original delivery to Purchaser. 


PATENTS 


Pp 


Patent indemnification 


Seller guarantees that all glass furnished by it to Purchaser under this Agree- 
ent, und the sale or use of such glass, will not infringe any United States or 
reign Letters Patent, and Seller agrees to defend, protect and save harmless the 
chaser, its divisions and subsidiaries, and their successors, assigus, customers 
i users of their products, against all suits at law or in equity, and from all 
mages, Claims and demands, for actual or alleged infringement of any Patent 


£4 


f the use of any of the glass supplied by Seller under the terms of this 





MmSoOn 


\greement. 


Indemnification under National Plate Glass Company patents 
er exclusively shall be liable for the payment of that part of any damages, 
counsel fees, and/or other charges awarded or otherwise determined and 
fairly allocable to any period of this Agreement, on account of infringement or 
ther patent complications arising from any use by Seller subsequent to July Ist, 
951, of any or all patents, patent licenses, etc., conveyed to Seller by National 
‘late Glass Company under a separate agreement, whether or not such damages, 
sts, counsel fees, and/or other charges are awarded or determined as the result 
' pending or future litigation, or settlement without litigation. 


Reacquisition of National Plate Glass Company patents 
If at any time following a failure of the annual negotiations hereinbefore re- 
‘erred to in any year, or if at any time following the giving of written notice of 
nation by either party pursuant to any provision of this Agreement, 
rchaser, its divisions or subsidiaries, should desire to engage in the manu- 
ud/or sale of glass, Seller will cooperate to the fullest extent possible, 
ip to a reasonable time after the termination of this Agreement, in 
Val ible 


tent 


e 
making 
to Purchaser, upon reasonable and fair terms, any patent licenses or 
rights which were acquired by Seller from National Plate Glass Company, 
d which Purchaser may wish to acquire. 


GENERAL PROVISIONS 
irhbitration 


[In the event that a dispute under this Agreement shall arise between the 
irti 


ies Which they are unable to adjust between themselves, it shall be settled 

irbitration pursuant to the provisions of the United States Arbitration Act, 

Section 1-15, Title 9, of the United States Code (9 U. S. C. A. 1-15) in the 
lowing manner: 

Rither party to such dispute may make a demand for arbitration by notice in 
writing served upon the other party to the dispute stating the substance of the 
lispute and the contentions of the party making the demand. Three arbitrators 
shall be selected. Unless the parties have mutually agreed upon qualified persons, 
ye arbitrator shall be appointed by each party and the two so chosen shall 
designate a third. If either party fails or neglects within a period of fourteen 
lays after written notice by the one to the other, to select an arbitrator on its 
part, or if the two selected by the parties cannot agree upon a third arbitrator 
within ten days after they have been chosen, the Arbitration Committee of the 
American Arbitration Association, upon request of either party, shall appoint 


such arbitrator or arbitrators from its National Panel within a period of fourteen 
lays thereafter. 
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The dispute shall be submitted to the arbitrators in such manner as ths 
shall direct and their decision rendered in writing shall be final and conclusiy: 
and binding upon the parties and judgment upon the award rendered may ty 
entered in the highest court of the forum, State or Federal, having jurisdiction. 

Mach party shall pay its own expense in connection with the arbitration, bu 
the compensation and expense of the arbitrators shall be borne in such mann 
as may be specified in their decision in writing. 
35. Assignability 

This Agreement shall not be transferred or assigned by either party heret: 
provided, however, that either party may, upon thirty days’ written notice 
the other assign this Agreement to any wholly owned subsidiary which sha 
assume liability hereunder, provided, nevertheless, that the assignor shall r 
main primarily obligated in all respects hereunder. 


? 


36. Notices 


Any notice required or permitted to be given by either party to the other her: 
under or in connection herewith shall be in writing and delivered personally or 
by regular mail to an executive officer of the party intended to be notified except 
that any notice terminating this Agreement shall be delivered personally or by 
registered mail to an executive officer of the party to be notified. Notices to the 
Purchaser shall be addressed as follows: 

Divisional Comptroller, Fisher Body Division, General Motors Corporation 
General Moiors Building, Detroit 2, Michigan. 

Notices to the Seller shall be addressed as follows: 

President, Libbey-Owens-Ford Glass Company, Toledo 3, Ohio. 

Notices shall be deemed given upon the date of delivery, when personally 
delivered, or upon the date of mailing when delivered by mail. 
se ps } 
37. Waivers 


The failure of either party at any time to require performance by the other 
party of any provision hereof shall in no way affect the full right to require such 
full performance at any time thereafter. Nor shall the waiver by either party 


of the breach of any provision hereof constitute a waiver of any succeeding 
breach of the same or any other such provision, nor constitute a waiver of the 
provision itself. 


2 


oo. ipplicable lau 


This Agreement shall be governed by and construed according to the laws of 
the State of Michigan, except to the extent provided in Paragraph 34 hereof. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
signed by their respective duly authorized officers and their respective corporate 
seals to be hereunto affixed as of the day and year first above written. 

GENERAL Motors CORPORATLON 
(FisHer Bopy Division), 
By J. S. ArcHeEr, Vice President. 
Attest: 
A. F. Power, Assistant Secretary. 
LIBBEY-OWENS-ForD GLASS COMPANY, 
By Georce P. MacWIisuHor, Vice President. 
Attest: 
W. W. BAKER, Secretary. 


Exuisit “A” 


Schedule of prices for contract year ending Aug. 31, 1946 


Price pet 
square foot 


Flat laminated safety plate glass windshields__..-......-......-..----. $0. 80 
Other flat laminated safety plate glass body lights_._...._..-------------. . 70 
Flat laminated safety sheet glass..._..................................-. . 50 
Flat solid safety (heat treated) plate glass_...._...-..--~------------. . 50 
Additional charge for solid safety (heat treated) plate glass with . 

Bittiple COPVRLUTC. occ neccdnccc cca sen sends sans nenominmnseeinmninns 07 


Additional charge for drilling solid safety (heat treated) plate glass 
(het HOM) sa caccennen eicoaiaain sani cn is sc iibeamatsle NO 
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on V. Minutes or Operations, Executive, AND Finance Com 
wirreEE Mererines AND Reports Retarine to tHe PURCHASE OF 
rue WIntTon ENGINE Co, 


(1) 


EXTRACT OF MINUTES OF OPERATIONS COMMITTEE OF GI NERAL Morors 
CORPORATION, May 14, 1929 
l engines 


Pratt told the Committee that Mr. Kettering has for some time past urged 
we give consideration to the Diesel Engine development. The Cummings 
ne Company is a small concern that has been making considerable progress 

development of Diesel Engines, that we might acquire. It also developed 

the meeting that Mr. Triber has a small company which is making a good 

progress in developing the smaller types of Diesel engines and we also 

nd that the Winton Company has been making very satisfactory pregress 

vy in developing the larger types of Diesel engines and is now on a good 
ng basis 

is the consensus of opinion of the Committee that it would be desirable 
ive Mr. Triber on our staff anyway and it was understood that an effort 
i be made to buy his company, involving an investment in the neighborhood 

S00 OOO, 


(2) 
RACT FroM MINUTES OF FINANCE COMMITTEE MEETING, SEPTEMBER 26, 1929 


he Winton Engine Company 
In pursuance of the recommendation of the Operations Committee concerning 


liesel Engine manufacture, some negotiations have been had with the Winton 
ngine Company which is looked upon as the leading manufacture of Diesel 
rines in the United States. The Committee was told that we have just re 
ly had an offer from the Winton Engine Company to sell their assets to Gen 
Motors Corporation on the basis of one share of Winton Stock for one share 

f General Motors stock: on this basis it would require 95,000 shares of our stock 
h, at the present market price of approximately $70. per share would repre- 

an investment of $6,650,000. The Finance Committee was not asked to take 
iction on this matter at this time, it being understood that the matter will be 
ther considered and a later report made to the Operations and Finance Com- 


ttees. 
(3) 
GENERAL Motors CORPORATION 


fo: Finance Committee. 
From: Chairman. 
Subject: Purchase of Winton Engine Company, Cleveland, Ohio. 
Date: October 21st, 1929. 
Recently there was brought before your Committee the question of our purchas- 
ng the Winton Engine Company of Cleveland, Ohio. It was outlined that in car- 
ng on tentative negotiations, it seemed to be acceptable to the Winton Com- 
ny to sell all of the assets and business of that Company to General Motors Cor- 
ration on the basis of one share of General Motors common for each share of 
he common and preferred stock outstanding of the Winton Engine Company 
represented by an aggregate of 95,000 shares. The preferred stock which they 
have outstanding is convertible into common stock, share for share. 
Our hope was to secure an option on this, good for thirty days without any 
mitment, which would have given us an opportunity to examine into the 
proposition and report to your Committee. It was not possible to secure such an 
ption but our people have been given the opportunity of making an examination 
f the assets and business, the results of which are presented in Mr. Pratt’s report. 
state of the negotiations is such that it is necessary for us to make a definite 
ffer to the Winton people and, if the members of the Finance Committee are 
zreeable, it will expedite matters to have an informal approval which will en- 
ble our people to proceed with the negotiations. It has proven impossible to 
ure a proposition from the Winton people subject to the approval of the 
Finance Committee. 


ry 
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For tax reasons on the side of the Winton Engine Company it will probal 
prove desirable to make payment in the form of common stock of General Mot: 
Corporation. I assume that if the proposition is authorized, in line with Mr. 
Pratt’s recommendation, and if the payment is to be made in the form of Genera] 
Motors common stock, such stock will be acquired in the market. 

Yours very truly, 
L. S. Brown. 
Chairman, Finance Committec 
(4) 


GENERAL Motors CorPORATION 


ro: Operations and Finance Committees. 

From: J. L. Pratt, Vice President. 

Subject : Winton Engine Company, Cleveland, Ohio. 
Date : October 21, 1929. 

We have had under consideration for some time past the possible purchase 
of the Winton Engine Company located at Cleveland, Ohio, which subject has 
been informally discussed at previous meetings. 

It is believed that the Diesel engine development in this country has arrived 
at a point where it has become commercial and is probably on the eve of con 
siderable expansion. The Winton Engine Company is unquestionably the out- 
standing Diesel engine manufacturer in the United States. 

The Profit and Loss Statement of the Winton Engine Company as of Septe: 
ber 30, 1929, shows earnings for the first nine months of this year of $746,267.97 
before deduction of Federal taxes and debenture bond interest or, after these 
deductions, a net profit for the period of $632,289.66. The bonds were retired 
in May. 

The net worth of the Winton Company is approximately $3,250,000. The 
assets have been verified by inspection and audit. ‘The inventory, of course, 
could not be checked in detail but we have every reason to believe the figures 
are correct. 

The Fixed Assets of the Company were appraised by the American Appraisal 
Company March 1, 1927, and the values at which they are now carried on the 
books are based on the “Sound Value” indicated by this appraisal, and represents 
a write-up of approximately $776,000 over the original book values. 

Following is a brief résumé of the report of our Factory Production and 
Engineering Section in connection with the physical condition of the assets: 


“Building and grounds 


“Factory buildings are in good condition, of one story construction, wi 
equipped with cranes and adapted to the present line of manufacture. 

There is a lack of adequate office space which, however, is being remedied 
by the erection of an office building now under way. 

‘The total floor space in use is shown as 104,247 sq. ft. 

“The book valuation as of August 31, 1929, including fixed factory equipment 
such as heating, lighting, water, cranes, is $381,283.00. This represents a valua- 
tion of $3.66 per sq. ft. which is considered reasonable and in line with current 
experience for that type of construction. 

“The factory is well provided with sidings from New York Central Lines, 
which will also fit in with an expansion program. 

“There is a vacant piece of ground 156 ft. by 360 ft. included within the 
property lines and located alongside the main erecting shop. A small office build- 
ing is being erected in the right hand front corner, the rest of the ground is 
utilized as a parking space for employes’ cars. 

“The total land area is approximately 4.5 acres, carried at a valuation of 
$91,932.00 ineluding side tracks, or a value of about $20,000.00 per acre. 

“The vacant land in one piece consists of 56,234 sq. ft. or 1.3 acres. 

“The book value of the land seems consistent with property values similarly 
located. 


“Wachinery and equipment 


“The machinery is in good average condition of standard commercial makes, 
and ean all be utilized under an expansion program. Only about 33 percent of the 
necessary machine work is done in the plant, the remainder being let out to 
contract shops 
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ing is rather elementary; that is, machines are tooled up for a jobbing 
simply and cheaply as possible, rather than for repetitive manufactur 
Mr iis has been unavoidable, to a great extent, under the engineering and 
litions which the factory has had to operate. However, the work 
is first class throughout. Machinery and jigs are carried on the books 
’ 728.00. This should probably be written down some more, but there 
, obsolete or surplus machines. 
er equipment, such as cranes and fixtures, is good; and is well adapted 
ng conditions.” 
is now in process of construction a three-story steel and brick office 
g at a contract cost of $41,500.00 on which payment in the amount of 
0.00 had been made at August 31, 1929 
Winton Company is well established and has been in successful gperation 
mber of years. The average earnings during the period 1925-1928 were 
illy $310,000.00 per year after all deductions and federal income taxes 
irnings represent an average net profit on sales of approximately 13% 


is Winton Company has a capable management and would not require any 
personnel immediately If the business continues to expand, as we 

i |, we may think it desirable to add to its personnel another good 

e, perhaps as Assistant General Manager or Sales Manager 

ving is a list of the Officers and Directors 


W. Codrington, President and General Manager 
G. Griese, Vice-President 
Erdman, Vice-President 
V.S. McKinstry, Secretary and Treasurer 
\lexander Winton, Chairman of Board 
Ralph Hubbart 
Speed Elliot 
W. Codrington 
G. Griese 
© [. F. Frieberger 
ut S. W. Noble 
C. Fisher 


ud Diesel engine business has been increasing especially during the last year 
e Winton Company has an excellent reputation for quality of its products 
rchase of this company will give us a vehicle for capitalizing the develop 
of our research organization along engine lines and will assist materially 
ping us abreast of Diesel engine developments. The business should alse 
isonably profitable, and if expansion continues, as most of our engineers 
tw we should ultimately make a good return on the investment required 
rchase the Winton Company. 
nt e negotiations with the principal owners of the Winton Company we have 
a- sed an exchange of General Motors common stock for Winton Engine Com 
nt ommon and preferred stock, share for share, which would require 95,000 
f General Motors common stock 
1g When such an exchange was discussed, General Motors stock was selling in the 
; rhood of $73.00 per share. In view of the drop in market price it is 
he il if negotiations can be consummated on this basis now. Winton Engine 
d pany stock has been selling at from $72.00 to $90.00 per share during the past 
ig lays and on last Saturday closed at 69144. We would like to be authorized 
weed with the negotiations on the basis of an exchange of stock or cash 
a ise at a total cost to General Motors not to exceed $7,000,000.00 


f the balance sheet and income and expense statement of The Winton 
Company as of September 30th, 1929, is attached hereto 
ly e also attach statement giving a list of the customers to whom shipments 
. re made during the first eight months of 1929. 
Yours very truly, 


JOHN L. Pratt, Vice President. 


222 O 56 
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P.S 
pany may also be of interest: 


Classification of business 


I 1927 

Yacht 30. 8 
Railcars — 43. 1 
Industrial plant 19.3 
l ( rni 6.8 
THE WINTON ENGINE Co. 
Balance sheet as of Sept. 30, 1929 
Assets: 


Cash on hand and on deposit.____._________-_ $83, 039. 
Branch working fund ip 5, 000. 


Call loan be Te aa 9 400, 000. 


Receivables 
Accounts receivable dai 655, 567. 
Bills receivable 49, 695. 


488, 039. 


1928 


85 
00 
00 


85 


99 


00 


705, 262. 2 


Less: Reserve for doubtful accounts many 11, 147. 


o>, 


"» 
~- 


694, 115. 00 


Inventories 





Work in process ae ¥ 7 : Fan 835, 241. 85 
Finished and general stores 593, 832. 79 
Spare parts at New York 10, 905. 71 

1, 439, 980. 35 
Other assets ; >, 742. 00 


Total current assets 


Property account: 
Land and improvements $93, 354. 
Less reserve for depreciation cienang . 246. 


93, 108. 


Buildings E ; 405, 802. 
Less reserve for depreciation ioc 24, 99S. 


380, 804. 





Machinery and equipment 
Less reserve for depreciation : 179), 488. 


943, 934. 
Automobiles and trucks " : 6, 342. 
Patents, book value - 
Capital stock Cleveland Diesel Co 


a : 1, 123, 422. 


36 
10 


26 


96 
11 


85 


M4 
33 


61 
42 





Since the above has been written it has occurred to me that the follow; 
information regarding classification of the business of the Winton Engine (Co; 


su 


36. 9 
44.7 

4.5 
13.9 


$2, 627, 


£ 


1ont 


1920 


877. 20 


1, 424. 


190. 14 
1. OO 
1. 00 


: 
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Balance sheet as of Sept. 30, 


i items 


Unexpired insurance premiums 

\dvance for traveling expenses 
\dvances on commissions_ 

Water meter deposit vba ne 
Organization expense being amortized 
Other prepaid expenses 


Total 
111T1es: 
Accounts payable: 
Material purchased 
Unpaid payroll 
Unpaid commissions 
1928 Federal income tax 


Total 


\ccrued taxes, personal 
Accrued taxes, real 


\dvance payments on customers’ contracts 


otal current liabilities 
ves 
1929 Federal income tax, estimated__ 
lo redeem Winton Co. stock________ 
ital stock 
10,000 shares preference stock___ 
65,000 shares common stock 


Surplus . lenin: tials aca 

ICE OWEN: EOE BiG iivceatiia deca, 
Total si 

Less: Dividends paid 
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iterate ; ._. 4, 149, 563. 65 
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1929—Continued 


$97, 494. 31 


4, 149, 563. 65 


$270, 903. 41 


: 49, 426. 47 


60, 207. 81 
— 12, 969. 39 


393, 507. 08 
20, 250. 00 


#, O82. 85 





167, 457. 50 


= 885, 297. 43 


nina $87, 216. 36 


ibiza 1, 200. 00 


——— 88, 416. 36 
es 450, 000. 00 

325, 000. 00 
~ —- 775, 000. 00 
1, 834, 635. 20 
632, 289. 66 
aa datobee 4, 215, 638. 65 
66, 075. 00 


Income and expense statement 9 month period ended Sept. 30, 1929 


ss sales: Engines and parts 


t of sales 


Engines, parts and operating expense 


Gross trading profit 


pense 


Selling 
\dministrative 


Tetal operating gain 
Less: Other deductions 


Total 
Less: 

1929 Federal income tax, estimated__ 

Interest on debenture bonds 


Net gain for period 


$3, 517, 944. 82 


sie 2, 454, 340. 03 
$1, 063, 604. 79 


$154, 211. 81 
140, 653. 41 
294, 865. 22 
768, 739. 57 


eae 22, 471. 60 





Se 746, 267. 97 


$87, 216. 36 
26, 761. 95 
cians 113, 978. 31 


632, 289. 66 
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ExHIBIT D 
THE WINTON ENGINE Co., CLEVELAND, OHIO 


Distribution of shipments for the 8 months ended Aug. 31, 1929 











Gasoline Oil 
Marine Stationary Marine St 
Units Horse- Units Horse Units Horse Uni 
power power power 
vv m Atk | 1 8 1 150 
. B 2 27 2 700 
D ] 250 
4 B : 1 < 
} { 22 et) 
in \V Lt 6 3, 000 
B. Clark 2 400 
' En . ( 
al ( ; @ 
x&& 1 15 2 700 
Da 2 700 
Defoe Boat & Motor W k 2 50 1 12 2 1) 
M. Di 2 24 2 600 
yitechburr td l 12 2 S00 
I te Stear p Line 
| tric M e ( 77 27, 800 
Fishe 2 2, 200 
Gielow, In¢ 1 s 
treat Lakes Boat Building Corp 2 360 
H Greber & ( Fe 2 300 
( Ha 1 150 
rial B t 1 300 
2 1, 400 
Cor} l 1,000 
1 12 
truction Co | 12 2 300 
mCo 1 TRE 1 150 
Marion Steamshovel C 
Mathis Yacht Building ¢ 5 52 4 1,000 
Merritt Chapman & Scott 2 300 
W. H. Moreton Cory 2 700 1 8 1 975 
1. F. Morris & De La Vergene 
New York Yacht, Launch & F Cs ] 12 4 700 
tifford Pinchot 1 300 
Alfred P. Sloan, Jr 
Standard Unit Navigation (¢ 
State of New York ‘i 
Stephens Bros 1 100 
[ S. Government, Department of Co” 4 
1 Ci Surve 
Bur l Fist 1 150 
+} ? e 4 278 
ward 5 eering Work 1 235 
y nghouse Int ational ¢ 2 30 
Yacht Moa l 12 
Yacht Pegasus 1 15 
Y ht Range 1 15 
Tot ) 3. 140 126 | 32, 462 48 | 14, 238 


(5) 


EXxTRACT OF MINUTES OF OPERATIONS COMMITTEE OF GENERAL MOTORS CORPORA 


NOVEMBER 7, 1929 
Winton Engine Company 


A report was received from Vice President John L. Pratt, dated Octobe 
(OC-291) respecting the acquisition of the Winton Engine Company of Clevela 
in 
prices it has not been possible to consummate the proposed deal with the W 


Mr. Pratt told the Committee that because of the severe recession 


ton Company, and the project has therefore been dropped. ss 


tw 


41 
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(6) 


Motors CORPORATION, Extract FrRoM MINUTES OF FINANCE COMMITTEE 
MEETING, NOVEMBER 12, 1929 


of Winton Engine Company 
rt was received from the Chairman dated October 21, 1929 (#2670), 
espect to the contemplated acquisition of the Winton Engine Company, the 
f which was informally approved by the Committee October 22 





Chairman orally advised that since this report had been submitted nego- 
with the Winton Engine Company had been terminated. Therefore, this 
is ordered filed 


(7) 
APRIL 24, 1930. 
ngine manufacture—Winton Company 
Committee discussed the increasing importance of the Diesel Engine de- 
ment It was the consensus of opinion that an effort should be made to 

ne whether we can reopen the negotiations for the purchase of the Winton 
ny upon a favorable basis. 

(8) 


Morors CORPORATION, ExTRAcT From MINUTES OF FINANCE COMMITTEE 
MEETING, APRIL 29, 1930 


ine manufacture 


e Chairman referred to previous negotiations with the Winton Engine Com- 
uur efforts to purchase that Company on the basis of one share of 
Motors for each share of Winton Engine Company’s stock. At that time 
Motors common stock was selling in the market for around $70 per 
and as a result of the reaction in the stock market it was impossible to 
numate this deal. The present market price of Winton Engine Company’s 
s between $60.00 and $65.00 per share and Mr. Pratt expressed the opinion 
might not be found possible to consummate a deal for the purchase of 
Winton Engine Company on the basis of one share of General Motors for 
re of Winton stock owing to the difference in price between the two stocks 
esent. After a full discussion of this matter, the following resolution was 

red, seconded and unanimously adopted : 
Resolved, That authorization be given for the purchase of the Winton Engine 
vy on the basis of not exceeding $60 per share for the stock of the Winton 
Engine Company; and that the proper officers of this Corporation be authorized 
hase General Motors common stock in the market for the purpose of ef- 
g an exchange of shares of General Motors common stock for the shares 
he Winton Engine Company stock in case the holders of Winton Engine 
mpany stock desire to consummate the deal by an exchange of securities in- 


} ¢ 


ad of receiving cash payment.” 
(9) 
GENERAL Motors CORPORATION 


Finance Committee 
Alfred P. Sloan, Jr. 
ject: Matter of Winton Engine Company 
May 14, 1930 


lt will be recollected that the last meeting of the Committee the Chairman 
ed that the Operations Committee had discussed the desirability of renewing 
cotiations with Winton Engine Company for the purpose of determining 


her 


ther the acquisition of that Company could be effected on satisfactory terms 
time 
Committee is reminded of the fact that it authorized an exchange on a one 
ne basis last Fall and that at that time it was favorably disposed toward the 
\ sition. However, before the deal could be consummated the stock market 
ijustment took place which precluded any further discussion of the subject 
that time. It is the unanimous opinion of the members of the Operations 
mittee that the acquisition of this organization is even more desirable at this 











$544 STUDY OF THE ANTITRUST LAWS 


than at the time the question first arose for the reason that during the int 

ng time there have been further developments in the general trend of Dis 
lesign. Following this decision, the financial interests behind the Winton Engi 
Company were consulted with the result that there was a possibility of putting t 
deal through on the basis of $60.00 per share for Winton stock which represent 
at the time the first conversations took place, approximately one and one-thi: 
shares of General Motors stock for each share of Winton Engine Company stock 
The Finance Committee approved the plan and authorized the officers to proceed 
with the negotiations on that basis 

Further discussions then took place and in the opinion of those who conducted 

the negotiations it was felt that the best deal that could be made was on the basis | 
of one and one-third shares of General Motors for one share of Winton Engin 


Company stock which at $45.00 per share for General Motors stock would equ 
the offer authorized by your Committee. In the meantime, however, the market 
on General Motors stock had advanced. 


Due to the fact that there is a relatively small amount of stock of Wintwo: 
Engine Company on the market, its position is not a proper indication of its rea} 
value. After considering the situation we concluded that the proposition just 
fied our making an offer of one and one-third to one irrespective of the market 
position of the two securities. 

I consulted those members of the Committee who were available, representing a 
majority of the Committee, and they informally agreed to our making an offe: 
of one and one-third to one, with the understanding that we would afterward 
determine whether we would purchase the stock or issue new stock in exchange 
Therefore, an offer has been made to purchase all the assets of every kind and 
description, of the Winton Engine Company on the above basis. 

Respectfully submitted. 

ALFRED P. SLOAN, Jr 
(10) 
May 22, 1930 
Winton Engine Company 

Mr. Pratt told the Committee that, acting upon the authority of the Finance 
Committee, negotiations have been renewed with the Winton Engine Compan) 
and an offer made for purchase of stock of the Winton Company on the basis 
of 1%, shares of General Motors Common for each share of Winton Engine 
Company stock. 

(11) 


GENERAL Motors CoRPORATION, EXTRACT FROM MINUTES OF FINANCE COMMITTI ' 
MEETING, JUNE 9, 1930 


Matter of Winton Engine Company 


Report was received from the President dated May 14, 1930 (#2870) dealing 
with the above subject. The Chairman orally reported that a total of 126,667 
shares of General Motors common stock will be required to effect the exchange 
for Winton Engine Company stock in order to carry out the terms of agreement 
and that approximately one-half of this amount of stock has already been 
acquired in the market. 

Upon motion, the following resolutions were offered and unanimously adopted 

“Resolved, That this Committee approves of the purchase of the Winton Engine 
Company on the basis of 144 shares of General Motors common stock for each 
share of the Winton Engine Company’s stock involving a total requirement of 
126,667 shares of General Motors common stock; and further 

“Resolved, That the Chairman’s action in having purchased recently approxi 
mately 63,000 shares of General Motors common stock in the market against this 
requirement be approved, and that he be authorized to purchase such additional 
amount as is required to carry out this purchase at such time and prices as in 
his discretion seem best.” 


Motive Company of Cleveland. 
g power units for rail cars. 


(;ENERAITI 


| 
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rion VI. Minutes or Executive anp Finance Committers Re- 


LATING TO THE PURCHASE OF THE ELEcTRO-Mortve Co, or CLEVELAND. 


(OHIO 


tro-Motive 


(1) 


Company of Cleveland 


OcToBER 9, 1930. 


Vice President C. E. Wilson or ally recommended the purchase of the Electro- 


This is an Enginering and Sales Company, sell- 
It was originally operated by some of the men who 


re in the Winton Engine Company and is very closely tied in with the busi- 


ess of the Winton Engine Company. 
nual earnings over the past five years have been $174,500. 


pproximately 


$442,000. 


Its net worth is $1,008,000 and its average 
Their inventory is 
Our Auditing Department has examined their books 


nd recommend that a reserve of $50,000 be set up for possible inventory shortage 


| bad accounts. 


There are no buildings and only a small amount of equipment. 


The Electro-Motive Company has 13,000 shares of stock and the proposal is for 
he acquisition of this stock by the exchange of General Motors common on the 
isis of 24 shares of General Motors common for each share of Electro Motive 
ompany stock. 
It was moved and unanimously carried that this Committee approves the pro- 
ed purchase of the Electro-Motive Company on the basis outlined. 


(2) 


MEETING, OCTOBER 16, 1930 


se of Electro-Motive Company of Cleveland, Ohio 


Morors CORPORATION, EXTRACT FROM MINUTES OF FINANCE COMMITTEE 


the Committee was advised that the matter of purchasing the Electro-Motive 
ompany of Cleveland, Ohio was discussed informally with several members of 
he Finance Committee at White Sulphur Springs on September 20th, all of whom 
ere in favor of our making the purchase. 
The Electro-Motive Company of Cleveland, Mr. H. L. Hamilton, President, has 
capitalization of 13,000 shares of common stock—no other stock or other obli- 
gations, and its present net worth is approximately $1,000,000, which is equivalent 


i little less 


than $80 per share. 


This Company contracts with railroads and 


thers for the sale to such companies of gas electric motor cars, locomotives and 
It has been working in close cooperation with the Pullman Com- 


werplants. 


any, and with the Winton Engine Company. 
ngine equipment for placing in these gas electric motor cars. 
earnings over the past five years have been $174.500 per year. 


From the latter it secures Diesel 


The average 


The earnings for 


the first nine months of the present fiscal year are $98,000 and it is estimated that 


| 


he present fiscal year will show earnings of $130,000 or $10 per share. 


In dis- 


issing purchase terms, Mr. Hamilton the President has suggested a price of 
$110 per share, but after some negotiation we are of the opinion that the Com- 
any might be purchased by the exchange of 2% shares of General Motors com- 
n for each share of Electro-Motive Company stock. 

It is believed that this is a very desirable business for General Motors to 
icquire, as it forms an important part of the business of the Winton Engine Com- 
pany. On the basis of 244 shares of General Motors common for each share of 


ectro-Motive Company stock, 


ommon stock. 


it will require 29,250 shares of General Motors 


Upon motion, duly made seconded and unanimously adopted, it was 
Resolved, That the purchase of the Electro-Motive Company of Cleveland, 
Ohio, on the basis of 2%4 shares of General Motors common for each share of 
ctro-Motive Company stock, requiring 29,250 shares of General Motors com- 
on stock be approved.” 


Section VII. Generat Morors Bonus PLAN 


Originally approved by the stockholders, August 27, 1918, thereafter modified 
from time to time; last approved by stockholders, May 23, 1952 


1 


1. The purpose of this plan is to provide incentive and reward to employees 
vho contribute to the success of the enterprise by their invention, ability, industry, 
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yalty, or exceptional service, through making them participants in that succes 
The term “employees” shall mean persons employed by General Motors ( 
or any subsidiary in which the corporation owns directly or indirectly subst 
tially all of the common stock and shall include employees who are also dire: 
of General Motors Corp. or of any such subsidiary. 

2. (a) The corporation shall maintain a bonus reserve, to which shall 
credited for each year an amount which the independent public accounta 
of the corporation determine and report to be 12 percent of the net earnings af 
deducting 5 percent on net capital, but not in excess of the amount paid out 
dividends on the common stock of the corporation during that year, all as her: 
after provided, except that for any year the bonus and salary committee may 
its discretion direct that a lesser amount be credited. 

(b) Before the determination of bonus awards each year by the committ: 
the independent public accountants of the corporation shall determine ar 
report the total amount available in the bonus reserve. The committee m: 
award bonuses totaling the amount available as determined and reported 
the independent public accountants, but the committee shall not be obligé 
to make bonus awards in the full amount so reported. Bonus awards unc 
this plan and such other amounts arising out of the administration of this pl: 
as the committee may determine shall be charged to the bonus reserve. T! 
bonus reserve shall be deemed for all purposes a single, continuous resery: 
Balances retained in the bonus reserve each year shall, except to the exte) 
otherwise directed by the committee, be carried forward and be available i 
future year or years 

(c) In the event that the amount determined and reported by the independe: 
public accountants in any year as available for credit to the reserve should 1 
any reason later prove to have been more than 12 percent of net earnings aft 
deducting 5 percent on net capital, the bonus reserve shall be debited and th: 

ppropriate account of the corporation shall be credited by the amount of suc! 
excess, except that if the amount credited to the bonus reserve was less tha 
the amount determined and reported by the accountants, the amount required fo: 
adjustment shall be reduced by such difference; and if the amount in the bonus 
reserve is less than the amount of such adjustment, the reserve shall be reduced 
immediately upon any subsequent credit to the reserve until the amount of th 
adjustment has been completely offset. In the event that the amount determined 
and reported by the independent public accountants as available in the bont 
reserve should for any reason later prove to have been overstated, the amount 
then or subsequently available in the reserve shall be reduced accordingly. 

Any excess credits or charges to the bonus reserve and any overstatement of t! 
amount available in the bonus reserve, however occasioned, shall thus be « 
rected exclusively by adjustment of the bonus reserve then or subsequently 
available and not by recourse to any person. 

3. (a) The term “net earnings” as used in this plan shall mean, for each yea 
the amount (which is after provision for bonus and interest on debt) reported 
in the annual statement of income which is transferred to earned surplus as 
shown by the annual statement of surplus, plus the amounts of such provisior 
for bonus and interest on debt included in net capital as defined in paragrap! 
3(b). Interest on debt shall include charges or credits arising out of premiun 
or discount paid or received with respect to such debt. 

(b) The term “net capital’ as used in this plan shall mean the total of 
capital stock and surplus, plus debt of General Motors Corp., as shown on the 
balance sheet as of the end of the year preceding the year for which the net 
earnings are taken, less any treasury stock (other than unawarded stock held for 
bonus purposes), plus or minus a proportionate allowance for any change dur 
ing the year, based on the period of such change, in the amount of capital stock 
surplus, or debt, from newly issued or finally retired capital stock (excep! 
treasury stock previously deducted) or from increase or decrease in the out 
standing principal of debt 

The term “debt” as used in this plan shall mean the unpaid principal amount 
of all indebtedness of General Motors Corp. as principal and not as surety 
guarantor, having a maturity at the time of its creation of more than 1 yea! 
independent of acceleration, and evidenced by a bond, debenture, or promisso! 
note 

(c) The terms “balance sheet,” “statement of income,” and “statement 
surplus” as used in this plan shall mean, for each year, those statements 
General Motors Corp. and consolidated subsidiaries certified by the independent 
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accountants of the corporation and contained in the corporation’s annual 
» stockholders. 
Full power and authority to construe, interpret and administer this plan 

e vested in the bonus and salary committee as from time to time constituted 
ant to the bylaws of the corporation Decisions of the committee shall 
conclusive and binding upon all parties, including the corporation, the 
ders and the employees, provided, however, that the committee shall 

pon and be bound by the amount of net earnings, the amount of net capital 

aximum amount which may be credited to the bonus reserve, the total 
available in the reserve, and the value of stock for award purposes, all 
ported by the independent public accountants. 

{n employee shall be eligible for consideration for bonus if at the end 
year he is receiving a salary at or above such monthly rate (which may 
r with respect to employees outside the United States from the rate with 

pect to employees in the United States) as the bonus and salary committee 
all from year to year determine, but the committee may, in its discretion 
vard bonuses to employees receiving salaries below the eligible monthly rate 

ecial eases. A person whose employment terminates during the year o1 

is granted a leave of absence during the year, and who at the time of such 
nation of employment or granting of leave is receiving a salary at or 

e the eligible monthly rate established for that year by the committee, may 

he discretion of the committee and under such rules as the committee may 
time to time prescribe, be awarded a bonus with respect to the period of 
services during the year. An employee whose compensation under a con 
employment is determined in whole or in part on a commission basis or 
rnings of a dealership or of a sales or service branch (whether or not 
rately incorporated) shall not be eligible for bonus for the period during 
h his compensation is so determined, nor shall such compensation be charged 
gainst the bonus reserve, but the bonus and salary committee shall have exclu 
jurisdiction to approve, disapprove, modify or amend all plans to compensate 
yvees, Otherwise eligible for bonus, in whole or in part on a commission 
by the earnings of a dealership or of a sales or service branch. A person 

s compensated on the basis of fee or retainer, as distinguished from salary 
not be eligible for bonus for the period during which he is so compensated 

Membership on a committee of directors shall not itself render a person 
gible for bonus. Membership on the bonus and salary committee or on the 

committee shall render a person ineligible for an award of bonus. 
The bonus and salary committee shall have discretion with respect to the 
mination of each bonus award. Recommendations for bonus awards shall 
ide to the committee by the person discharging the duties of chief executive 
er of the corporation under such procedure as may from time to time be pre 
ed by the committee except, however, that the chief executive officer shall 
ike recommendations with respect to employees of the corporation or of 
subsidiary who were in the year fer which a bonus is awarded members 
he board of directors or the operations policy committee or the financial 
mmittee, but such bonus shall be dealt with exclusively by the bonus 
i salary committee under such procedure as it may determine. 
(pon final determination of bonus awards by the committee, each award of 
000 or less (cash or stock of equivalent award value) shall be paid at the time 
vard. Each award of more than $1,000 shall be paid in annual installments of 
percent or $1,000, whichever is greater, the first installment at the time of 
rd, and the remaining installments in January of each succeeding year 
| the full amount of the award is paid) if earned out by the beneficiary by 
nuing service with the Corporation, at the rate of one-twelfth of the amount 
the first installment for each complete month of service beginning with Janu 
: ry of the year of the determination 
)} Bonus awards for any year shall be in cash or in General Motors stock 
rtly in cash and partly in General Motors stock, as the bonus and salary 
ttee in its discretion shall determine. 
With respect to bonus awards which become payable partly or wholly in 
the amount of cash payable at the time of award shall be paid forthwith to 
beneficiaries. The remaining cash shall be retained by the corporation 
thout liability for interest) pending its being earned out by and paid to the 
neficiaries at the times specified 
With respect to bonus awards which become payable partly or wholly in 
ral Motors stock, the shares payable at the time of award shall be delivered 
thwith to the beneficiaries. The remaining stock shall be retained by the 
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corporation as treasury stock pending its being earned out by and delivered 
the beneficiaries at the times specified. On each dividend payment date aft: 
March 31 of the year of an award of stock, the record date for which occu; 
after the date of the award but prior to the date of the registration of all suc! 
awarded stock in the name of the beneficiary, the corporation shall (except as 
otherwise provided in paragraph 8(b)) pay to the beneficiary, with respect to an) 
such awarded stock not registered in his name on or prior to such record date, a1 
amount equal to the value of the dividends which the beneficiary would have re 
ceived if such stock had been registered in his name on such record date. 

8. (a) A beneficiary whose employment terminates by dismissal for cause, of 
which the bonus and salary committee shall be the sole judge, shall lose any 
right to earn out his unearned bonus awards. 

A beneficiary who voluntarily terminates his employment shall have no right 
to earn out his unearned bonus awards, unless and to the extent the bonus and 
salary committee, in its sole discretion, decides otherwise. In the event of suc} 
decision, the beneficiary may earn out his unearned bonus awards, provided 
that and for so long as such beneficiary, to the satisfaction of the bonus and 
Salary committee, refrains from engaging directly or indirectly in activities 
competitive with the activities of General Motors and from acting or conduct 
ing himself in a manner inimical or in any way contrary to the best interests of 
General Motors. 

A beneficiary whose employment terminates for any reason other than as above 
set forth in this paragraph 8(a), of which the bonus and salary committer 
shall be the sole judge, may retain his rights to earn out unearned bonus 
awards to such extent as the bonus and salary committee may decide. How 
ever, if he shall thereafter act or conduct himself in a manner inimical or in any 
way contrary to the best interests of General Motors, of which the bonus and 
salary committee shall be the sole judge, he shall lose his rights thereafter 
beginning with the first of the month in which such act or conduct occurs, to earn 
out unearned bonus awards; except that no installment or amount paid or de 
livered prior to the date of the decision of the bonus and salary committee shall 
be required to be returned. 

(b) A beneficiary who loses his rights to earn out unearned bonus awards 
shall receive forthwith all earned-out portions of bonus awards and all amounts, 
if any, payable in accordance with the provisions of paragraph 7(c) with respect 
to such earned-out stock, but not with respect to unearned stock. As to any 
installment payable in stock, a fractional share shall not be delivered but shal! 
instead be purchased by the corporation at the closing market price of the stock 
on the date of termination of earning-out rights. The balance of unearned 
bonus awards, including unearned stock at its award value, shall be included 
in net earnings of the corporation and any such unearned stock shall be retained 
in the special account designated for bonus purposes at such award value. 

9. If a beneficiary dies, his unpaid and undelivered bonus awards and dividend 
equivalents shall be paid and delivered to his legal representatives or to the 
persons entitled thereto as determined by a court of competent jurisdiction, at 
such times and in such manner as if the beneficiary were living. 

10. (a) The bonus and salary committee shall from time to time recommend 
to the corporation the purchase of stock for bonus purposes in such amounts 
as the committee may determine. Stock purchased pursuant to such recom 
mendation shall be valued at cost and placed in a special account designated 
for bonus purposes. The bonus and salary committee may after the close of 
any year and before bonus awards for such year are determined recommend to 
the corporation the transfer to the special account of other treasury stock held 
by the corporation. Stock placed in the special account pursuant to such recom 
mendation shall be placed therein at the average value at which all treasury 
stock (other than stock held for bonus purposes) is carried on the corporation's 
books or at a value per share equal to the average of the daily closing market 
prices of General Motors stock on the New York Stock Exchange during such 
preceding year, whichever value is higher. 

(b) Stock shall be valued for award purposes at the average value, deter 
mined and reported by the independent public accountants, at which all un 
awarded stock is carried in the special account on such date as may be fixed 
by the bonus and salary committee. 

11. Any corporation in which General Motors Corp. owns an interest but 
the employees of which are not eligible for bonus under this plan because Gen 
eral Motors Corp. does not own directly or indirectly substantially all of the 
common stock, and any corporation in which General Motors Corp. owns an 
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est and which is incorporated, or does substantially all of its business, 
le of the United States, may without regard to the limitations of this plan 
a separate bonus plan. A bonus provision under such separate bonus plan 
| not be included in or considered a part of the provision under the corpora 
s plan nor shall awards made under such separate bonus plan be charged 
nst the bonus reserve of the corporation. The income from and invest- 
nt in such other corporation shall not be excluded from net earnings or net 
tal as herein defined. 
While it is contemplated that bonuses will be awarded annually, the 
s and salary committee shall have the right from time to time to modify 
spend this plan; provided, however, that no modification of the plan by the 
mittee without approval of the stockholders shall increase the maximum 
nt which may be credited to or charged against the bonus reserve as herein 
e provided or render any member of the bonus and salary committee or of 
idit committee eligible for an award of bonus. 
The expenses of administering this plan and the dividend equivalents which 
me payable hereunder shall be borne by the corporation and not charged 
gainst the bonus reserve. 

i4. In the event of a change in the corporation’s fiscal year, this plan shall 

ply, with pro rata adjustment in the deduction for net capital, to any inter- 

ediate period not consisting of 12 months and shall then apply to each fiscal 
following. 

15. Every right of action by or on behalf of the corporation or by any stock- 
lder against any past, present or future member of the board of directors, 
ficer or employee of the corporation arising out of or in connection with this 

is plan shall, irrespective of the place where action may be brought and irre- 
tive of the place of residence of any such director, officer or employee, cease 
nd be barred by the expiration of 3 years (a) from the date of the act or 
ssion in respect of which such right of action arises or (b) from the date 
hen the corporation’s annual report containing the amount of the related 
redits to the bonus reserve or aggregate bonus awards is made generally avail- 
ble to stockholders, whichever date is later; and any and all right of action 
hy any employee (past, present or future) against the corporation with respect 
an award under this plan or with respect to an alleged violation of this plan 
shall, irrespective of the place where action may be brought, cease and be 
rred by the expiration of 3 years (a) from the date of the act or omission in 
spect of which sneh right of action arises or (b) from the date of final deter- 
ition of the respective bonus award or awards by the bonus and salary 
mittee, whichever date is later. 
16. This plan as hereby modified shall become effective as of January 1, 1952. 

{ny amount remaining in the bonus reserve at December 31, 1951, shall be 

rried forward to the bonus reserve hereunder and be available in a future 
r or vears. 


Section VIII 


of buses in the United States by GMC truck and coach division and its 
predecessor Yellow Truck & Coach Manufacturing Co. during period from 
1943 through 1954 





City buses Intercity buses 
Units Dollar volume Units Dollar volume 
27 $324, 373 100 $1, 225, 482 
1, 167 11, 639, 479 373 , 442 
2, 022 21, 828, 372 927 . 697 
2, 479 32, 553, 901 210 . 190 
3, 598 51, 257, 774 1, 242 , 279 
+5 3, 323 50, 697, 791 1, 606 356 
1. 891 31, 419, 926 212 4, 483 
1, 524 23, 384, 682 234 29, 564 
2, 264 37, 533, 093 1, 626 . 445 
1, 275 21, 568, 641 595 646 
1, 790 31, 368, 980 722 016 
1. 744 31, 555, 907 724 694 
23, 104 345, 132. 919 8, 571 182, 385, 296 
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Total sales 1943 through 1954 


Dollar 


Units volums 

23, 104 $345, 137 

Intercity 8, 571 182, 385 
otal | 31, 675 527 


SpecTion LX. Mororcoacn OPERATORS IN THE UNrrep STATES Wuic) 
Own 200 on More Buses 


(As reprinted in the trade publication 
Mass Transportation Directory, 1955 Edition ) 
California: 

Los Angeles Transit Lines, 1060 South Broadway, Los Angeles, Calif. 

Metropolitan Coach Lines, 610 South Main Street, Los Angeles, Calif. 

Key System Transit Lines, 1106 Broadway, Oakland, Calif. 

San Diego Transit System, 235 Broadway, San Diego, Calif. 

Municipal Railway of San Francisco, 949 Presidio Avenue, San Francis 

Calif. 

Pacific Greyhound Lines, 371 Market Street, San Francisco, Calif. 
Colorado: The Denver Tramway Corp., 1100 14th Street, Denver, Colo. 
Connecticut : 

Connecticut Railway & Lighting Co., 177 State Street, Bridgeport, Conn 

The Connecticut Co., 470 James Street, New Haven, Conn. 

District of Columbia: Capital Transit Co., 36th and M Streets NW., Washingto: 
D.C. 

Florida : Miami Transit Co., Roper Building, Miami, Fla. 

lllinois: Chicago Transit Authority, Merchandise Mart Plaza, Post Office Box 
3555, Chicago, Il. 

Indiana: Indianapolis Transit System, Inc., 110 North Illinois Street, Indian 
apolis, Ind 

Kansas: Continental Central Lines (Continental Central Trailways), 300 Sout! 
Broadway, Wichita, Kans. 

Kentucky : 

Southeastern Greyhound Lines (Division of the Greyhound Corp.), 8! 
North Limestone Street, Lexington, Ky. 

The Louisville Transit Co., 318 West Jefferson Street, Louisville, Ky. 
Louisiana : 

Continental Southern Lines, Inc. (Continental Southern Trailways), 42 

Bolton Avenue, Alexandria, La. 
New Orleans Public Service, Inc., 317 Baronne Street, New Orleans, La 
Maryland: The Baltimore Transit Co., 1515 Washington Boulevard, Baltimor 
Md. 
Massachusetts : 
Eastern Massachusetts Street Railway Co., 161 Devonshire Street, Bostor 
Mass. 

Metropolitan Transit Authority, 31 St. James Avenue, Boston, Mass. 
Michigan : 

City of Detroit, Department of Street Railways, 11200 Shoemaker Avenut 

Detroit, Mich 
Great Lakes Greyhound Lines, 2301 West Lafayette Boulevard, Detroit 
Mich 
Minnesota : 

Northland Greyhound Lines, Inc., 509 Sixth Avenue N., Minneapolis, Min! 

Twin City Rapit Transit Co., 1 South 11th Street, Minneapolis, Minn. 
Missouri : 

Kansas City Public Service Co., 728 Delaware Street, Kansas City, Mo 

Missouri Pacific Transportation Co., 1601 Missouri Pacific Building, St 

Louis, Mo. 
St. Louis Public Service Co., 3869 Park Avenue, St. Louis, Mo. 
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merican Buslines, Inc 


(American Trailways), 1341 P Street, Lincoln, Nebr 
& Council Bluffs Street Railway Co 
Nebr 


Awuila Court Building, Omaha, 
erland Greyhound Lines (division of the Greyhound Corp.), 2116 Leaven 
worth Street, Omaha, Nebr 
Jersey 


Public Service Coordinated Transport, 80 Park Place, Newark, N 
United Traction Co., 1197 Broadway, Albany, N. Y. 
reen Bus Lines, Inc., 165 


J. 


Niagara Frontier Transit System, Inc., 855 Main Street, Buffalo, N. ¥ 
» 


25, 147th Avenue, Jamaica, N. Y 

ifth Avenue Coach Co., 605 West 132d Street, New York. N. Y¥ 

‘ew York City Omnibus Corp., 605 West 132d Street, New York, N. } 
Surface Transportation Corporation of New York, 116 West 32d Street 

New York, N. Y. 

whester Transit Corp., 267 State Street, Rochester, N. Y 

I se Transit Corp., 614 South Salina Street, Syracuse, N. Y 

Car ina 
1 , rc 22 Church Street, Charlotte, N.C 
lt City Coach Co. (Queen City Trailways) 417 West Fifth 
(*} ette N. ¢ 
, Coach Co. (Carolina 
tuleigh, N. ¢ 


»treet, 
Trailways), 1201 South Blount Street, 


il Greyhound Lines, 2600 Hamilton Avenue, Cleveland, Ohio 
d ‘Transit System, 1404 East Ninth Street, Cleveland, Ohio 
ennsylvania Greyhound Lines, Ine. 

he Community Traction Co. 
n Portland Traction ¢ 


nnati Transit Co., 309 Vine Street, Cincinnati, Ohi 


‘ 


2341 Carnegie Avenue, Cleveland 
ihla 


206 Michigan Street, Toledo, Ohio 


~ Ohio 
%., 2838 East Burnside Avenue, Portland, Oreg 
Philadelphia Transportation Co 
tts gh Railways Co 
Island 


1405 Locust Street, Philadelphia, Pa 
121 Seventh Street, Pittsburgh, Pa. 
United Transit Co., 265 Melrose Street, Providence, R. I 
Dallas Railway & Terminal Co., Interurban Building, Dallas, Tex 
th Worth Transit Co., Inc., 2304 Pine Street, Fort 
Southwestern Greyhound Lines, Inc., 210 Ninth 
Tex 
I 


Worth, Tex 


East Street, 


Forth Worth 
Antonio Transit Co., Transit Tower, San Antonio, Tex 

exandria, Barcroft 

’ Alexandria, Va. 


rginia Transit Co. 


ngton 


& Washington Transit Co., 600 North Royal Street 
101 South Davis Street, Richmond, Va 

irthwest Greyhound Lines (Division Greyhound Corp.) 

art Streets, Seattle, Wash 

Seattle Transit System, 


, Eighth and Stew 
333 Airport Way, Seattle, Wash. 
Virginia: Atlantic Greyhound Corp., 1100 Kanawha Valley Building 
Charleston, W. Va 
onsin: Milwaukee and Surburban Transport 
(venue, Milwaukee, Wis. 


Corp., 940 West St. Paul 
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SECTION X 


Nale of buses in the United States by GMC truck and coach division and 
predecessor Yellow Truck & Coach Manufacturing Co., 1946 through 1954 
percentage thereof financed by Yellow Manufacturing Acceptance Corp 
Yellow Manufacturing Credit Corp. 


Sales of Sales of 
rotal sales which any Total sales which any 
in the part was Per- Ye in the part was 
i United financed by | centage a United financed by | cx 
States YMAC States YMAC 
YMCC YMCC 
+4¢ $34, 936, 092 $664, 017 1. 90 1952 $36, 306, 287 $10, 479, 331 28. 
1947 77, 468, 053 4, 778, 596 6.17 1953 51, 552, 996 12, 560, 238 { 
1948 87, 299, 148 7, 864, 994 9.01 1954 54, 435, 603 13, 879. 467 
1949 45, 284, 410 6, 968, 899 19. 75 
1950 28, 714, 248 8, 934, 258 31.11 Total 475, 305, 375 74, 378, 232 
1951 69, 308, 538 8, 249, 332 11. 90 


Secrion XI] 


Euclid division—Domestic sales and amount financed through Yellow Manufa 
turing Acceptance Corp., period Oct. 1, 1953, through Sept. 30, 1955 


Dollar value of Euclid division's sales picasa tt bx $108, 762, 651 
Value of sales financed through YMAC___-_____-__-_____- ree 27, 469, 96: 
Percent of sales value financed through YMAC__._-___-____________ 25. 2¢ 


Secrion XII 


Gicneral Motors Corp. sales to domestic railroads by Electro-Motive divisio) 
financed by GMAC 


Percent Per 
Net sales to | Total sales| GMAC Net sales to | Total sales! GM A( 
Year domestic financed financed Year domestic financed | fina 
railroads by GMAC | sales to railroads by GMAC | sak 
total sales total 
935 $1, 652, 984 1947 $153, 271,779 | $2, 082, 654 
1936 5, 381, 902 1948 218, 635,580 14, 696, 481 
1937 9, 836, 553°! $1, 171, 324 11.9 1949 284, 428, 052 2, 408, 510 
1938 10, 404, 732 6, 981, 110 67. 1 1950 351, 249, 887 5, 028, 955 
1939 16, 493, 043 728, 100 4.4 1951 396, 977, 958 4, 100, 246 
940 22, 847, 567 2, 155, 561 9.4 1952 357, 904,836 | 10,021, 574 2 
1941 31, 598, 584 197, 630 6 1953 286, 624, 994 8, 761, 416 3 
1942 29, 971, 779 1, 841, 455 6.1 1954 187, 351, 670 1, 036, 574 
1943 29, 605, 058 1955 2 139, 430, 058 
1044 73, 514, 224 960, 600 1.3 
194! 71, 177, 652 697, 961 Totals _ 2, 754, 135, 599 | 62, 870, 151 2 
1946 75, 776, 707 


Commencing in 1942, financing consisted primarily of interim leases and agreements pending arrang 
ments by the purchaser for long-term financing with banks and other lending institutions. 
? Through September 30 only 





~ XIII. Yettow Manvuracturtne AccerpTaANcCE Corp., 31s 


ANNUAL Report, 1954 





YELLOW MANUFACTURING ACCEPTANCE CORPORATION 


ANNUAL REPORT 
YEAR ENDED DECEMBER 31 1054 
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A REVIEW OF OPERATIONS 


In 1954, YMAC’s dollar volume of receivables purchased amounted to $234,318,7: 
was 13°¢ below the 1953 total volume of $269,668,648. Wholesale volume amounte j 
Es | 
$142,996.420, a decrease of 19% from 1953, and retail volume totaled $91,322,368, a dex 
As a result of the reduced volume of business transacted in 1954, equipment liens re | 
i 1ecr ed from $139,725,772 at the end of 1953 to $132,603,094 at December 31, 
After deducting income taxes of $1,485,926, earnings of the Corporation were $1,367 
1954 compared with $1,503,370 in the prior year. Cash dividends paid on the common and | 
ferred stocks during 1954 amounted to $1,000,000 and $150,000, respectively. 
On September 30, 1954, YMAC sold at par a $5 million Subordinated Note which mat 
. he 1974 and bears interest at 3°s% per annum. At the same time, the $5 million 4 
red stock ie held by General Motors Corporation was retired 
YMAC’s total debt at the 1954 year end amounted to $118,255,126, and consisted 
$93,255,126 short-term and $25,000,000 long-term obligations, including the $5,000,000 S 


nated Note. At December 31, 1953, borrowings totaled $122,857,500, of which $20,000,001 


represented long-term obligations 
The consolidated balance sheet of Yellow Manufacturing Acceptance Corporation and 


bsidiary as of December 31, 1954 and 1953, the related statements of consolidated income 


ned surplus, and five-year comparative financial statements are submitted herewith. 


By order of the Board of Directors, 


(VEF lathes 


March 1, 1955 President 
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YELLOW MANUFACTURING ACCEPTANCE CORPORATION 


and Consolidated Subsidiary 


STATEMENT OF CONSOLIDATED INCOME 


For the vears ended December 31, 1954 
re 1954 1953 
| df ) ) 
Se¢ HOt a 2.453.386 
liscount 096.9 1,022,22 
1 State me taxe ) 9.29 
De Ss 169.916 56.423 
Income for the year $1,367,358 $1.50 ) 
i STATEMENT OF CONSOLIDATED EARNED SURPLUS 
| For the years ended December 31. 1954 and 195 
1954 1953 
‘ 
| Karned Surplus at beginning of the year $5,341,992 $4,838,622 
a aa 67,358 1,503,370 
| 6.709.350 6.341.992 
Dividends 
k (retired during 1954) 99,000 200,000 
K 1.000.000 800.000 
| ( lividends 1. 150.000 10.000 
Larned Surplus at end of the year $5,559,350 $5,341.99 
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VIANL FACTURING ACCEPTANCE CORPORATION 


and Consolidated Subsidiary 


CONSOLIDATED BALANCE 


PVMRER 54 AND 


ASSETS 


Asset 


Fotal Current Assets 


Furniture, Equipment, and Automobiles 


iamortized Discount on Notes Payable dod $k 


and Other Assets 


SHEET 


December 
1954 
9 ) 
” 
« 
f 
f 65 
) 
Y 
x 
] 
5.1 
' ) 
) ) 
u 
8.9 


$1 
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YELLOW MANUFACTURING ACCEPTANCE CORPORATION 


ind Consolidated Subsidiar 


CONSOLIDATED BALANCE SHEET 


DECEMBEI \ 


LIABILITIES, RESERVES, AND CAPITAI 


December 31 


1954 1953 
ttes 
\ 9 
f ” f 
tal Current Liabilities 
for Employes Benefit Plans 4 
Note, Due October 1, 1963 Kw) OOK ww) OM 
subordinated Note, Due September 1, 1974 WH), OOK 

$100 pa 10. OOK 

g 40.00 : 10). OOK 1 OO 

41.99 

Total Capital ) 1350 4.341,99 
iabilities, Reserves, and Capital $ ( ) $146,642. 86 
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March 1, 1955 


YELLOW MANUFACTURING ACCEPTANCE CORPORATION: 


We have examined the Consolidated Balance Sheet of Yellow 
Manufacturing Acceptance Corporation and consolidated sub- 
sidiary as of December 31, 1954 and 1953, and the related 
Statements of Consolidated Income and Earned Surplus for the 
years then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 


procedures as we considered necessary in the circumstances. 


In our opinion, the accompanying Consolidated Balance Sheet 
and related Statements of Consolidated Income and Earned Sur- 
plus present fairly the financial position of the companies at 
December 31; 1954 and 1953 and the results of their operations 
for the years then ended, in conformity with generally accepted 


accounting principles consistently applied. 


J’ dasathicin a/ Lecce. 
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YELLOW MANUFACTURING ACCEPTANCE CORPORATION 


and Consolidated Subsidiary 


RECORD OF EARNINGS 


DEDUCTIONS 


Operating Expenses 


and Provisions 





for Income In at 
Total (rose Taxes and i 
Volume Income Credit Losses Discoun Net Incom 
G34 g g ) g " g 
9.668.644 d¢ ) } j 4 
“ 19 ] 4 f 1° 19 9 
26 54 73 95.32 698,20] 9.527 
) Hy 406 ( i 9 ¢ ) 
STATEMENT OF CONSOLIDATED EARNED SURPLUS 
1954 1953 1952 1951 1950 
: $5.341.992 $4,838,622 $4,543.523 $4.135.9 $3.469,95 
' 
i 
| 67.358 70 1.495.099 1,517,599. 1,265.97: 
6.709.350 6.341.992 6.038.622 9.653.523 1.735.930 


1.150.000 1.000.000 1.200.000 1.110.000 600,000 
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YELLOW VIANUEL FACTURING ACCEPTANCE CORPORATION 


i¢ luted Subsidiary 


COMPARATIVI CONSOLIDATED BALANCI SHET 


ASSETS 
December 31 


1954 1953 1952 1951 


Total Current Assets 


Furniture Equipment, and 


Automobiles 


lL namortized Discount on 
Notes Pavable and 
Other Assets 


i | Assets 








STUDY OF 


OMPARATIVI 


LIABILITIES, 


1954 
bilities 
( K 
19° 
M4 
sl Current Liabilities 4 
r Emploves Benefit 
\ Du 
er 1963 “yy 
Subordinated Note, 
September |. 1974 
L OOO 
Total Capital 4,559 
| Liabilities, Reserves, 
( ipital > 


CONSOLIDATED 


THE ANTITRUST LAWS 


YELLOW MANUFACTURING ACCEPTANCE 


and Consolidated Subsidiary 


BALANCI 


RESERVES, AND CAPITAI 


December 31 


1953 1952 1951 
8 S106. 7¢ ¢ 4 
iY 6 di} ) ) 
} 
} +4 ) ) +4 6. 
) ‘ 680.31 616.94 
16 ] ) 
4 
MM) CMM 2 Mw) ! ww uy 
x 
000.000 5,000,000 100.000 
OO 4,000,000 1,000,000 4.000.000 
{ 41.99 1 ( 1 
( 4.341.992 l 38 5.54 2 
$146.04 f $s 658. 801 . f 


SHE 


a 
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CORPORATION 


ETS 


1950 
1 
; } 
“ 9 
6le 
9 A 
000 00 
4,000,000 
4 36 
130 
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A DESCRIPTION OF THE BUSINESS 





The principal business of the Corporation and its wholly-owned su 
sidiary, Yellow Manufacturing Credit Corporation, is to finance wholesa 
and retail sales of trucks and coaches manufactured by GMC Truck & 
Coach Division and earth-moving equipment manufactured by Euclid Diy 
sion of General Motors Corporation. YMAC also finances trailers, bodies 
accessories and special equipment sold with such units, as well as us: 
vehicles and equipment sold at retail by branches and approved deal 


of these Divisions. 


Wholesale financing plans enable approved dealers to stock vehicles 
under trust receipts. Upon payment of the promissory notes issued in co 
junction with the trust receipts, the vehicles or equipment become availal 


for retail sale by the dealers. 


YMAC retail financing facilities are available only through the GMI 
Truck & Coach and Euclid Divisions of General Motors Corporation, a: 
dealers approved for the sale and distribution of their products. Under 
retail financing plans, YMAC purchases deferred payment contracts, collects 
all payments and carries the obligations to maturity. Generally, the selle 
of the time sale contract remains responsible for the unpaid obligation of 
the purchaser of the vehicle or equipment, except that under certain con 
ditions a seller may be relieved of the responsibility for repossession loss 


YMAC carries appropriate reserves against such risks. 


At the year end, YMAC operated 15 branch offices, including that of 
its wholly-owned subsidiary. There were 306 employes at December 3! 


1954, compared with 313 at December 31, 1953. 
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GENERAL MOTORS ACCEPTANCE CORPORATION 
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EORGE RUSSELL, Treasurer, General Motor 
HARLES G. STRADELLA, Presider 


OHN O. ZIMMERMAN, Vice President 


OFFICERS CHARLES G. STRADELLA, Pre 
ARDEE AMES, Executive Vice Pr 
HARLES P. FISKE, Execu b Pre 


AUGUST FREISE, Executive Vice President 


WILLIAM H. BALDWIN, Vice Presiden: JOHN H. NORWEB, Vice Presider 
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HIGHLIGHTS OF 19584 


Volume: 


Increase 


1954 1953 Decrease 
R THE YEAR NITE ATE 
Ret $2,.476.912.01 $24 5 
W € e 738,659. OK 4 ) OK 
6,215,571,000  5,925,350,000 4 
CANA 
Ret 205.745.00 236.221.00 12.9 
Wh 133.00 354.768.000 10.4 
lot §23,678,00( 590,989,000 1.4 
)THER ¢ NTRIES 
Retai 611.587.0064 61.604.006 
Wholesale 122.591 .00( 119.889.006 ? 
lota 184,178,00¢ 181,493 OM 
Total Vi ne¢ $6,923,427,000 $6.697.832.000 4 
Average Receivables $2,506,982.000 $2.147.771.000 16.7 


Net Income and Dividends Paid: 
Net Income $ 33,834,000 $ 28,626,000 i8 


Cash Dividend 20,000,000 15.000.000 33 





Receivables: 
r DECEMBER 31 UNITED STATES 
Retail $2,036,151,000 $1,891,560,00( 
Wholesale 387,992 O06 316.753.000 22.5 
Tota 2,424.143,000 2.208.313.000 »g 
ANADA 
Reta 146,277,004 $7.482.000 
Wholesale 47,746,006 49,021,000 26 
Tota 194,023,000 206.503.000 60 
THER NTRIES 
Retail 48.505.000 48,045,000 1.0 
Wholesale 8,364,000 5.458.000 53.2 
Tota 56,869,000 §3,503.000 6.3 
Total Receivables $2.675,.035,000 $2.468.319.000 8.4 
Capital Funds and Debt: 
Capital Funds $ 166,313,000 $ 152,479,000 >] 
Subordinated Notes 275,000,000 245,000,000 12.2 
Debt 1,885,978,000 1,846,880.000 2.1 
Ratio of Debt to Capital Funds 
and Subordinated Notes 4.3 to 4.6 to | 
Number of Accounts Outstanding 3,485,000 3.253.000 7.1 
Number of GMAC Employes 9,407 8 693 g? 


Number of GMAC Branch Offices 28 69 
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$4 Th i 5 s x AK 
OLUME OF RECEIVABLES ACQUIRED 
is jown in 1955. Notes and debenture $22 
with relatively sic 
redemption during the year 
‘ 





\ tuations are DeiIng c jucted wit Morg 
| WHOLESA Stanley & Co. for sale to the public of $250 milli 
Jebentures in March 1955 through a large under 
writ ng group 
| Liabilities 
i The Corporation's debt, excluding subordinated 
9s) 1952 1953 1954 


notes, at the year end was $1,886 million and con 
yaar sisted of $825 million short-term and $1,061 million 


medium and long-term obligations. (Chart 5 The 
Chart 2 : ; 


short-term debt was represented by $539 million of 


*pen market paper, 3.05 millK 











delivered price ndoubt $18 mullion of medium-term debt maturing withir 

Ke npetition ir ar sales als one year. Credit lines with banks totaled $531 mi 

ted in aggressive effor y lion in the United States and $91 million in Canada 

t terest used car prospect Accounts payable include $174 million due Gen 

se of a new car, by offering a payment eral Motors Corporation and affiliated companies 
wit the used car buyer’s budget principally collection items for current shipments of 
r Motors dealers as a whole continue tc General Motors products under the wholesale sight 
ind and constructive policies in their use aft collection plan which are reflected in Notes 
g facilitie GMAC through its ind Bills Receivable. In addition, $90 million was 

1g, makes every effort to acquaint the pub accumulated to the credit of the dealers at Decem 


fallacies of “easy terms” particularly ver 31, 1954 to protect them and the Corporation 


pect to the cost of using more credit thar 


Borrowings and Monetary Conditions 





RETAIL AND WHOLESALE RECEIVABLES 
OUTSTANDING 
54, receivables were relatively stable roTai 
| 4. re es ere re e BILLION $ RECEIVABLES 
| e demand for additional borrowings wa 20 Se 
| A € ates in the United State 4 durir 
lf of the year, the rate for 90-day 2 rs 
rket commercial paper declining ‘ NN 
bank rate was reduced in March fr 
and debentures in the amount of $304 
uding subordinated indebtedness ) were <_| Receivable 
e United States during the year. Half of 
f 948 1949 195 9 a oS4 
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public. Agreements also were made u 


surance companies for $150 Chart 3 
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ses in the United States 
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sre provided. Net losse 

serves during the 


year 


npared with $2,095,200 





153. Retail losse 954 were equivalent to 
5 of f avera ret rece ind com 
ared with .11 of 153 | atios 
well below prewar experience 
The reserve for | ym notes and bills recei 








been maintained at 55 
equal to ne-nail of e pe 
ta *s at Dec 
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ateria was made in 
rec y to rece abl 
t ht the total of suc 
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receivables at the year 
1 other untries rese 
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ff 054 earnings 
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$2,060,399, or 3.62% of receivables. Total lo 
erves in the United States, Can ind other 
intries amounted to $24,246,906, or .Y¢ 
receivables at December 3] S54 
Unearned income inted to $128,906,6¢ 
the end of the year 1954 compared 

M14 2 at the end of the previous year 


Subordinated Indebtedness 


Arrangements were made through private place 
ment to increase subordinated indebtedness in 1954 
by $30 million, to a total of $275 million. Since the 
end of bee 


I increase subordinated indebtedness in 1955 


the year, further arrangements have 


nade to 
to $325 million. This will be accomplished by the 


private placement of $20 million 342% subordi 


nated notes, due June 15, 1975, and $3 
3% junior subordinated notes, due Apri 
1973 


Capital and Surplus 


Total capital and surplus of the Corporation 
imounted to $166,313,058 


compared with $152,479,287 


at December 31, 1954 
at the end of tt 
vious year, reflecting a reinvestment of $13 
1954 


The ratio of debt to capital funds 





3833 


of earnings in 
including 


ordinated notes, at the year end was 4.3 to |! 


DEBT CUTSTANDING 


Eaciuding subordinated loons 


lk | 


95 
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snadian Operations 


ns of the wholly-owned Canadian 

eral Motors Acceptance Corporation 
Limited, organized in late 1953, con 
sfactory basis. The volume of receiv 


hased during the year 1954 was $5 


4 





} 





less than the $ 


ed in Canada in 1953. This drop in 


attributable partially to the reduction in 
er of new car sales made by General 
ers and partially to a lower percentage 


having been concluded on an instal 





n the previous year. This was par 
in the case of used car sales 
rovide adequate service with the 


ywth cf Canada, two addi 








hes were opened in 1954, making 
branches in operation 
it the end of 1954 totaled $194 


compared with $207 million at the end of 
year 
t n open market borrowings and bank 


e close of the year were lower than at the 





} During the year, an issue of $15 mi 
ear 4 Debentures was sold in antici 
ire requirements 


Operations Outside of the United States and Canada 


ume of business purchased outside of the 
States and Canada during 1954 was approxi 
¢ same as during the previous year and 
ibout 3% of total Corporation volume 

th years. Operating results continued 


actory although it was difficult at times 
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netar C J 
The prese tlook several countrie 
1 wre cred nay de availadie uw aD 


Personnel and Branches 


At the end of 1954 the Corporation had 28 





branches and 9,407 employes throughout the world 
This represents an increase of 18 wches and 4 
employes during the year 1954. There were 145 
employes military service 


lhe financial statements of General Motors Ac 
ceptance Corporation and consolidated subsidiaries 


or the year ended December 31, 1954, including 
the consolidated balance sheet, related statements 
f income and earned surplus, and other pertinent 


data, are attached 


The gratifying results reflected in this report are 
due to the efforts of the loyal, seasoned and consci 
entious individuals who, together, constitute GMAC 
and its subsidiaries. It is my privilege to express to 
each of them my deep appreciation and thanks for 


a yob well done in serving General Motors, its deal 


ers and the retail customers who h 1ade use 





the Corporation's facilities 


Respectfully submitted, 


“Bho “Ss Shuts 


PRESIDENT 


February 17, 1955 


4371 








4372 


STATEMENT OF CONSOLIDATED INCOME 
For the years ended December 31, 1954 and 1953 
Operating Income: 1954 
United State $183,725,534 
Canada 19,045,239 
Other countries 6,900,565 
Total 209,671,338 
Other Income: 
Earnings of Motors Insurance Corporation 
(dividend received in 1954, $4,500,000; in 1953, none) 5.020.624 
Other $40,235 
Gross Income 215,232,197 
Less: 
Operating expenses (including provision for losses on notes and bills 
receivable of $3,903,647 in 1954 and $5,851,022 in 1953) 74,049,411 
Interest and discount 69,694,572 
Provision for United States and foreign income taxes 37,654,443 
Total Deductions 181,398,426 
Net Income for the year $ 33,833,771 
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CORPOR 
and Consolidated Subsidiaries 


wr 
S 


187,4 


64, l¢ 


36,8644 


158,78 


$ 28,626 


STATEMENT OF CONSOLIDATED EARNED SURPLUS 


For the years ende 


Earned Surplus at beginning of the year 


ne lor the 


year 


Earned Surplus at end of the year 


d December 31 


1954 and 1953 


$ 91,229 


33,833,7 


125,063, 


> 
2 


000, 


$105,063, 


397 
771 
058 
000 


O58 
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Assets: 


MOTORS ACCEPTANCE 
ind Consolidated Subsidiaries 


rent Assets: 
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1 States 


ese 


nt 


ks 


iutomobiles and office equipment, less depreciation 


untries 


tal cash 


s receivable (including instalments of $603,856,166 at 
31, 1954 and $515,186,092 at 


after one year) 
ed States 


in Motors Insurance Corporation (wholly-owned non- 
dated subsidiary carried at net worth as shown by its 


ntries 


tal notes and 


nearned income 


tal deductions 


Notes and bills receivable, 


Total Current Assets 


THE 


CORPORATION 


ber 31, 


Assets 


bills receivable 


rves for losses on notes and bills receivable 


less deductions 


ercial products leased to others, less depreciation 


tized debt discount and expense 


Assets 


ous 


Total Other Assets 
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1954 and 1953 
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DECEMBER 31 


1954 


$ 91,741,754 
282,861 


148,029 


92,172,644 


2 


2,424,142,723 
194,023,537 
56,869,098 


2,675,035,358 


128,906,665 
24,246,906 


153,153,571 


2 


521,881,787 
3,201,940 


2,617,256,371 


13,372,017 
3,958,265 
4,356,329 

12,254,968 

493,852 


34,435,431 


$2,651,691,802 


1953 


$ 85,876,714 
277,119 


132,267 


86,286,100 


nN 


,208,313,052 
206,502,985 
53,502,600 


2,468,318,637 
115,714,372 
21,328,427 
137,042,799 
331,275,838 
3,821,006 


2,421,382,944 


2,851,394 
3,966,942 
2,934,663 
11,234,880 
448,251 


31,436,130 


$2,452,819,074 
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GENERAL MOTORS ACCEPTANCE CORPOR 
and Consolidated Subsidiaries 


CONSOLIDATED BALANCE SHEET 


December 31, 1954 and 1953 


Liabilities, Reserves, and Capital 


DECEMBER 31 


Current Liabilities : 1954 1953 
Notes and loans payable within one year 
United States $ 718,193,000 $ 729,2 
Canada 75,036,347 104,754 
Other countries 31,792,503 34,7 
Total notes ar ins payable within one year 825,021,850 868,7 


Accounts payable 





General Motors Corporation and affiliated companies 173,651,765 69,2 

Dealers 90,265,923 82,808 

Other 5,554,506 4,70¢ 
Total accounts payable 269,472,194 156,7 

Accrued liabilities 

United States income and other taxes 40,549,523 37 ,9¢ 

Interest 12,442,968 11,35¢ 
Total accrued liabilities 52,992,491 49,3 


Total Current Liabilities 


147,486,535 —_1,074,8¢ 
Reserves: tibia sidelis 











Employes benefit plans 972,051 85 
Other 964,036 1,49 
Total Reserves 1,936,087 2,342,8 
Notes, Loans, and Debentures Payable: 
United States 975,000,000 909,94 
Canada 77,000,000 62,00 
Other countries 8,956,122 6,19 
Total Notes, Loans, and Debentures Payable 1,060,956,122 978,13 
Subordinated Indebtedness 275,000,000 245,01 
Capital Stock and Surplus: 
Capital stock, $100 par value (authorized and outstanding, 

500,000 shares ) 50,000,000 50,00 
Paid-in surplus 11,250,000 11,250 
Earned surplus 105,063,058 91,229,287 

Total Capital Stock and Surplus 166,313,058 152,479 
Total Liabilities, Reserves, and Capital $2,651,691,802 $2,452,819 


See following page for detail of Notes, Loans, and Debentures Payable and of Subordinated Indebtedness. 
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MOTORS ACCEPTANCE CORPORATION 
and Consolidated Subsidiaries 


NOTES, LOANS, AND DEBENTURES, 
AND SUBORDINATED INDEBTEDNESS 
December 31, 1954 and 1953 


Loans, and Debentures: 





one year 1954 1953 
n notes placed in open market 
nited States $ 489,248,000 $ 571,205,000 
inada 41,460,000 51,370,000 
ther countries 8,890,540 7,280,000 
and overdrafts with banks 
nited States 213,945,000 157,567,500 
Canada 33,576,347 53,384,103 
Other countries 20,275,658 24,001,545 
tes and loans maturing within one year 17,626,305 3,941,255 
Total due within one year 825,021,850 868,749,403 
sequent to one year 
ed States 
debentures, due April 1, 1955 175,000,000 
8 % notes, due March 15, and July 15, 1955 15,000,000 
notes, due July 1, 1956 25,000,000 
serial notes, due to March 1, 1958 4,940,000 
debentures, due July 1, 1958 150,000,000 150,000,000 
debentures, due June 15, 1959 100,000,000 
lebentures, due September 15, 1961 150,000,000 150,000,000 
id 3% notes, due March 1, 1963 125,000,000 125,000,000 
jebentures, due July 15, 1964 75,000,000 
notes, due May 1, 1965 40,000,000 
debentures, due July 15, 1969 75,000,000 
notes, payable June 1, 1970 to 1973 200,000,000 200,000,000 
notes, due October 1, 1974 25,000,000 
4 notes, due September 1, 1978 $0,000,000 50,000,000 
tal United States 975,000,000 909,940,000 
i 
notes, due May i, 1961 6,000,000 6,000,000 
4 © debentures, due June 1, 1964 15,000,000 
notes, due May 1, 1966 6,000,000 6,000,000 
+°4 % debentures, due January 15, 1968 25,000,000 25,000,000 
1% debentures, due December 15, 1969 25,000,000 25,000,000 
Total Canada 77,000,000 62,000,000 
r countries 8,956,122 6,190,995 
Total due subsequent to one year 1,060,956,122 978,130,995 
Total Notes, Loans, and Debentures $1,885,977,972 $1,846,880,398 


ordinated Indebtedness (United States) : 
ubordinated notes, due November 1, 1959 


$ 125,000,000 $ 110,000,00( 
d 4% junior subordinated notes, due April 1, 1967 50,000,000 35,000,000 
nior subordinated notes, due April 1, 1973 100,000,000 100,000,000 


' 
| Total Subordinated Indebtedness $ 275,000,000 $ 245,000,000 
' 
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HASKINS & SELLS 67 BROAD STREET 


‘ NEW YORK 4 
CERTIFIED PUBLIC ACCOUNTANTS 
February 17, 1955 


GENERAL Motors ACCEPTANCE CORPORATION : 


We have examined the Consolidated Balance Sheet of General 
Motors Acceptance Corporation and consolidated subsidiaries as 
of December 31, 1954 and 1953, and the related Statements of 
Consolidated Income and Earned Surplus for the years then ended, 
including the notes to financial statements. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circum- 


stances 


In our opinion, the accompanying Consolidated Balance Sheet and 
related Statements of Consolidated Income and Earned Surplus 
present fairly the financial position of the companies at December 


31, 1954 and 1953, and the results of their operations for the 


years then ended, in conformity with generally accepted accounting 
principles consistently applied 


| Dhsboun ¥. 


NOTES TO FINANCIAL STATEMENTS 


LEDGED ASSETS Assets (principally 





tes and bills receivable) of $3,581,138 in countries other than the United St 


Canada were pledged as collateral against payables amounting to $2,948,297 at December 31, 1954 





ADDITIONAL DEBT CONTRACTED FOR BY GMAC 
955, a total of $175,000,000 on Notes 
$250,000,006 


General Motors Acceptance Corporation has contracted to b« 
and Subordinated Indebtedness maturing prior to 1981 and, in addition, plans 


of Debentures to the public through a group of underwriters 


FOREIGN OPERATIONS 


Total assets outside the United States and Canada amounted to $51,991,495 at December 31 
r > ¢ S re 


presented by dollar bills of exchange. The net assets on that date 
other foreign liabilities, and reserves amounted to $6,907 
lidated net income for the year ended Dece r 31, 1954 


Prior to 1954 


after deducting foreign bank borrow 


$40,748,625 084. Earnings from foreign operations were about 4% of 






tted profits of operations in certa 





in foreign countries where exchange controls were considered 

led from net income and reported in the balance sheet in “Reserves — Other” (such unremitted profits wer 
t December 31, 1953). However, in recognition of the improved exchange and economic conditions 

principal countries where unremitted profits had been excluded from consolidated income, profits earned for the full year 1954 { 


signific 





of the Company perations abroad were included in income 


In the convers 





S, assets, liabilities, and reserves are converted at quoted rates prevailing at the ¢ 
an accounts are stated at par of exchange. Unrealized profits arising from convers 


foreign currency accounts into United States dollar equivalents are credited to reserves; losses arising therefrom are charged ag 
net income to the extent that they exceed available reserves. 


the period or the last quoted 
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STATEMENTS OF CONSOLIDATED EARNED SURPLUS 


, December 31 


1954 1953 1952 1951 
l $ 91,229,287 $ 77,602,928 $66,540,245 $50,765,405 
ear 33,833,771 28,626,359 21,062,683 26,712,340 
125,063,058 106,229,287 87,602,928 77,477,745 
20,000,000 15,000,000 10,000,000 10,937,500 


$105,063,058 $ 91,229,287 $77,602,928 $66,540,245 


RECORD OF EARNINGS; 


Operating Expenses, 
Taxes, Losses 


and Deductions Interest 
Gross Other Than Interest and 
ar Income and Discount Discount 
$101,147,482 $ 60,408,016 $21,207,343 


113,205,923 62,691,495 26,651,210 


125,625,715 74,095,762 33,013,889 


192,820 101,033,72 57,755,751 


210,211,573 111,703,854 69,694,572 


f Motors Insurance Corporation (wholly-owned non-consolidated subsidiary) 


1 
>i 


~ 


+ 


RECEIVABLES AND RESERVES FOR LOSSES 


NOTES AND BILLS RECEIVABLE* Reserves for 


tion items for ct 


tion plan 


rrent shipments 


f 
of 


roducts 


Losses on 

Retail Wholesale Total Receivables 
,171,916,334 $161,263,805 $1,333,180,139 $12,694,595 
1,130,511,636 211,776,772 1,342,288,408 12,944,055 
470,045,639 160,051,248 1,630,096,887 15,961,435 
2.097,087.435 294,727,669 2,391,815,104 21,328,427 
2,230,932,714 293,306,548 2,524,239,262 24,246,906 


1950 


Net Income 
$19,532,123 
23,863,218 
18,516,064 
26,403,345 
28,813,147 


Percent of 
Reserves to 
Receivables 
95% 
96 
98 
89 


96 


of General Motors Corporation under the wholesale 
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DESCRIPTION OF THE BUSINESS OF GMA&Ac | ° 


The general business of the Corporation and its consolidated subsidiaries 
finance the distribution of new products manufactured by General Motor 
dealers for resale, and to finance such dealers’ retail instalment sales of 
products as well as used units of any make. Such new products include Bu 
Cadillac, Chevrolet, Oldsmobile, and Pontiac cars and Chevrolet trucks; p 
accessories and service equipment; Frigidaire electrical refrigerator units and ot 
household appliances, air conditioning and commercial refrigeration equipm: 
Delco automatic heating equipment; Electro-Motive Diesel equipment for ra 
roads; Diesel engines for stationary and marine application; also GMC trucks 
and GM motor coaches, principally in countries other than the United States 
Vauxhall passenger cars and Bedford trucks manufactured in England; Ope 
passenger cars and trucks manufactured in Germany; and Holden passenger ¢ 
and utility vehicles manufactured in Australia. 


WHOLESALE PLAN 


Wholesale financing plans provide a service for dealers whereby General Motors 
products may be stocked under trust receipts or other security documents. The 
dealer releases the products from the trust receipt, for purposes of selling them at 
retail, by payment of the obligation secured under the trust receipt. 


RETAIL PLAN 


his financing consists of purchasing from approved dealers in General Motors 
products such acceptable time sale contracts arising from their retail instalment 
sales as may be offered by them. The Corporation collects and otherwise handles 
the time sale contracts purchased from dealers. The financing of dealer instal- 
ment sales is conducted under the trade-name of the “GMAC Retail Plan” under 
which the Corporation makes known to dealers the terms and conditions govern- 
ing the purchase of their time sale contracts. The dealer assumes responsibility for 
payment of the obligation of the retail buyer in case of default under the time 
sale contract, except as the dealer is relieved from such responsibility in certain 
specified contingencies. 


[he Corporation was incorporated under the laws of the State of New York, 
January 24, 1919. The entire Capital Stock is owned by General Motors 
Corporation. 





OFFICES 


UNITED STATES 
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Charleston, W. Va 
Charlotte, N. ¢ 
Chattanooga, Tenn 
Cheyenne, Wyo 
Chicago, III 

Chicago (South Side), Il! 
Cincinnati, Ohio 
Claremont, N. H 
Clarksburg, W. Va 
Cleveland, Ohio 
Cleveland (E. Side), Ohio 
Columbia, S. ¢ 
Columbus, Ga 
Columbus, Ohio 
Corpus ¢ hristi, Texas 
Dallas, Texas 
Davenport, lowa 
Dayton, Ohio 
Decatur, Ala 
Decatur, Ill 

Denver, Colo 

Des Moines, lowa 
Detroit, Mich 

Detroit (W. Side), Mich 
Dothan, Ala 

Duluth, Minn 
Durham, N.C 

Eau Claire, Wis 

El Centro, Cal 
Elmira, N. Y. 

El Paso, Texas 

Erie, Pa 


vanston, Ill 


argo, N. D 

lint, Mich 
Fort Lauderdale, Fla 
Fort Wayne, Ind 
Fort Worth, Texas 


Fresno, Cal 


E 
Evansville, Ind 
F 
F 


Gainesville, Fla 
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Galveston, Texas 
Gary, Ind 

Grand Rapids, Mich 
Great Falls, Mont 
Green Bay, Wis 
Greensboro, N. ¢ 
Greenville, Miss 
Greenville, S. € 
Greenwood, Miss 
Harlingen, Texas 
Harrisburg, Pa 
Hartford, Conn 
Hattiesburg, Miss 
Hazard, Ky. 
Hempstead, N. Y 
Highland Park, Mich 
Honolulu, T. H 
Houston, Texas 
Huntington, W. Va 
Indianapolis, Ind 
Jackson, Miss 
Jackson, Tenn 
Jacksonville, Fla 
Jamaica, N. Y. 
Jamestown, N. Y. 
Jefferson City, Mo 
Johnson City, Tenn 
Johnstown, Pa. 
Joliet, Il 

Kansas City, Mo 
Kinston, N. C 
Knoxville, Tenn 
Lafayette, La. 

La Grange, Ga 
Lansing, Mich 
Lexington, Ky 
Lima, Ohio 
Lincoln, Neb 
Little Rock, Ark 
Long Beach, Cal 


Longview, Texas 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


Lorain, Ohio 

Los Angeles, Cal 
Louisville, Ky 
Lubbock, Texas 
Lufkin, Texas 
Macon, Ga 
Madison, Wis 
Malone, N. Y 
Manchester, N. H 
Mansfield, Ohio 
Marysville, Cal 
Memphis, Tenn 
Meridian, Miss 
Miami, Fla 
Milwaukee, Wis 
Minneapolis, Minn 
Missoula, Mont 
Mobile, Ala 
Monroe, La 
Montgomery, Ala 
Mt. Vernon, Ill 
Muncie, Ind 
Muskegon, Mich 
Nashville, Tenn 
Newark, N. J 

New Bedford, Mass 
New Haven, Conn 
New London, Conn 
New Orleans, La 
New York, N. Y 
New York, N. Y. (Export 
Niagara Falls, N. Y 
Norfolk, Va 
Oakland, Cal 

Oak Park, Ill 
Odessa, Texas 
Oklahoma City, Okla 
Omaha, Neb 
Orlando, Fla 
Owensboro, Ky 


Paducah, Ky 








































Philadelphia, Pa 
Phoenix, Ariz 
Pittsburgh, Pa 
Pontiac, Mich 
Portland, Me 
Portland, Ore 
Poughkeepsie, N. Y 
Providence, R. I 
Pueblo, Colo 
Raleigh, N. ¢ 
Richmond, Va 
Roanoke, Va 
Rochester, N. ¥ 
Rome, Ga 
Rutland, Vt 
Sacramento, Ca 
Saginaw, Mich 

St. Louis, Mo 


St. Louis (S. Side), M« 
St 


Petersburg, Fla 
Salina, Kan 
Salisbury, Md 
Salt Lake City, Utah 
San Antonio, Texas 
San Bernardino, Cal 
San Diego, Cal 
San Francisco, Cal 
San Jose, Cal 
San Juan, Puerto Rico 
Santa Ana, Cal 
Savannah, Ga 
Seattle, Wash 
Sheffield, Ala 
Shreveport, La 
Sioux City, lowa 
South Bend, Ind 
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South Gate, Cal 
Spartanburg, S. ¢ 
Spokane, Wash 
Springfield, II! 
Springfield, Mass 
Springfield, Mo 
Springfield, Ohio 
Stockton, Cal 
Syracuse, N. Y. 
Tacoma, Wash 
Tallahassee, Fla 
Tampa, Fla 

Terre Haute, Ind 
Toledo, Ohio 
Topeka, Kan 
Trenton, N. J 
Tucson, Ariz 
Tulsa, Okla 
Tupelo, Miss. 
Uniontown, Pa 
Upper Darby, Pa 
Utica, N. Y. 
Valdosta, Ga 

Van Nuys, Cal 
Waco, Texas 
Washington, D. € 
Watertown, N. Y. 
West Palm Beach, Fla 
Wheeling, W. Va 
White Plains, N. Y 
Wichita, Kan 
Wichita Falls, Texas 
Wilkes-Barre, Pa 
Williamsport, Pa 
Wilmington, Del 
Wilmington, N.C 
Winston-Salem, N.C 
Worcester, Mass 
Yakima, Wash 
Youngstown, Ohio 
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CANADA 


Calgary, Alberta 
Chicoutimi, Quebec 
Corner Brook, Newfnd 
Edmonton, Alberta 
Halifax, Nova Scotia 
Hamilton, Ontario 
Kingston, Ontario 
Lethbridge, Alberta 
London, Ontario 
Montreal, Quebec 
North Bay, Ontario 
Oshawa, Ontario 
Ottawa, Ontario 
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Quebec, Que 
Regina, Sask 
St. Catharir 
St. John’s, S 
Saskatoon 
Sherbrooke 
Toronto, O 
Toronto (U; 
Vancouver, I 
Victoria, Br 
Windsor, Ont 
Winnipeg, M 


orporation of ¢ 


OTHER COUNTRIES 


Adelaide, Australia 
Antwerp, Belgium 
Brisbane, Australia 
Buenos Aires, Argentina 
Havana, Cuba 


Copenhagen, Denmark 


Melbourne 
Montevideo 
Perth, Aust 
Sydney, Aust 
Wellington 


General Motors Acceptance Corporation, Cor 


Johannesburg, South Africa 
Port Elizabeth, South Africa 


General Motors Acceptance Corporaton of De 


Mexico City, Mexico 


General Motors Acceptance Corporation de Me 


Caracas, Venezuela 
Sao Paulo, Brazil 


(General Motors Acceptance ¢ 


Luton, England 


orporation, South 


(Vauxhall and General Finance Corporation Lin 
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Section XV 
Total General Motors passenger car and truck dealerships 


Dec. 31, | Dee. 31, | Dee. 31, | Dec. 31, | Dee. 31, Aug. 3), 


1950 1951 1952 1953 1954 1955 
ral Motors line 12, 315 12, 280 12, 340 12, 309 12, 317 12, 503 
}eneral Motors lines 4, 802 4, 829 4, 807 4,717 4, 652 4, 692 
Motors dualed with non-General 
lines 1,412 1, 394 1, 362 1, 285 1, 168 , 211 
18, 529 18, 503 18, 509 18, 311 18, 137 18, 406 


Section XVI 


of new car and truck dealerships, United States total, February 1, 1955 


il industry dealerships a re 48, 566 
eral motors (6 car and truck divisions) dealerships- : 18, 189 
h car and truck division, franchises 

a) (thevrolet____- ‘sch sataed ik fier ae eee fs 7, 493 

b) Pontiac _____~_- ae cao : _.. 4,085 

0} ERI ice oh oe ered cca i ee 

d) Buick ; 3, 509 

e) Cadillae___--_ 1, 762 


f) GMC Truck__ 


~ 


3, 027 


eral Motors (6 car and truck divisions), franchises 23, 676 


section XVII. GENERAL Morors PassENGER Car AND Truck Dtvt- 
sions’ DEALER SELLING AGREEMENT TERMINATIONS 


(jeneral Motors passenger car and truck divisions’ dealer selling agreement 
terminations 


1951 

’ aie | Involuntary , . 

Nonrenewals terminations Voluntary 
26 52 199 
; f 15 175 
' 9 26 131 
8 37 125 
‘ ‘ 4 11 41 
ick 7 19 280 
Motors total (selling agreenents) 59 160 951 
Motors total (dealerships) 44 120 833 

bankruptcy, conviction of crime, etc 
rship sold out by owner or sells out because of ill health, old age, etc 
1952 

35 72 239 
3 27 206 
31 33 165 
10 23 206 
6 15 51 
Motors truck 35 29 367 
| Motors total (selling agreements) 120 199 , 234 
| Motors total (dealerships) 72 135 1, 042 
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Total General Motors passenger car and truck @ivisions’ dealer selloing agree) 
terminations—Continued 


1953 


Involuntary !| Volur 


Nonrenewals : 
terminations 


Chevrolet 28 72 
Pontiac 23 36 
Oldsmobile 23 28 
Buick 24 29 
Cadillac 7 14 
GMC truck 57 2 
General Motors total (selling agreements 

General Motors total (dealerships) 


Chevrolet 

Pontiac. 

Oldsmobile 

Buick. 

Cadillac 

GMC truck 

General Motors total (selling agreements) _- 
General Motors total (dealerships) 


10 MONTHS 1955 


Chevrolet... 

Pontiac. 

Oldsmobile 

Buick..... 

Cadillac 

GMC truck 

General Motors total (selling agreements) 
General Motors total (dealerships) -_ - 


Section XVIII 


Action under General Motors dealer relations board procedures—Appeals 
board only (1938-52)7—Summary of all appeals involving nonrenewal 
termination of selling agreement 


A. Number of appeals to the board 


B. Resolved prior to hearing 

1. Dealer withdrew appeal 

2. Car division withdrew its non- 
renewal and granted dealer new 

regular selling agreement 

3. Car division withdrew its non- 
renewal and granted dealer a new 
selling agreement for a period of 
less than 1 year 


C. Cases heard by the board: 
1. Decision in favor of dealer 
2. Decision in favor of division 





Total cases heard by the board 


| Data not available during this period as to action taken during the first stage of dealer relations » 
procedure, i. e., appeals to the general sales managers of the divisions. 


Notge.—Out of 80 appeals filed during the period 1938 through 1952, 39 resulted in the car division’s | 
tion being reversed and the dealer securing a new regular selling agreement. In 31 cases the car divis 
position was upheld by the board. 
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cTion XIX 


n under General Motors dealer relations board procedures—1953-: 
Summary of all cases involving nonrenewal of selling agreements 


or 
or 


1953 | 1954 | 1955 


Appeals by dealers to general sales managers of divisions 


r of appeals to general sales managers 15 47 144 
ision of general sales managers after review: 
Reversed nonrenewal and granted dealer a new regular selling agreement 6 16 86 
Reversed nonrenewal and granted dealer a new selling agreement for a 
period less than 1 year 1 1 2 
Sustained the original decision to nonrenew ~ 29 43 
Sustained the original decision to nonrenew, but granted dealer additional 
period of time to wind up business 1 1 
Sustained the original decision to nonrenew, but extended old agreement 
pending board appeal 12 
Appeals to GM dealer relations board 
Number of appeals to the board 1 14 24 
| Resolved prior to hearing 
; 1. Dealer withdrew appeal 2 2 
f 2. Car division withdrew its nonrenewal and granted dealer new regular 
selling agreement 2 2 
Car division withdrew its nonrenewal and granted dealer a new selling 
agreement for a period ofless than 1 year_- sian 1 
| ases heard by the board: 
i 1. Decision in favor of dealer 1 
j 2. Decision in favor of division - ; : i “ 7 
4 : Total cases heard by the board 1 gy 7 
' —_—S>=_—_———qEq_‘'| ——_—_— 
; dealer appealed too late Aha 
9 i E. Cases pending 12 
In 1955, out of 144 nonrenewals appealed under the General Motors dealer relations board pro- 





n 88 cases the nonrenewal was reversed and the dealer granted a new regular selling agreement 
ses which the dealer carried through to a decision by the board, the car division was upheld by 


Section XX. THe Generar Motors Dearer Retations Boarp Poricy 
AND PROCEDURE 
A message to the divisional and dealer organizations of the car and truck 
divisions of General Motors Corp., from H. H. Curtice, president 


message dealing with the policy and procedure of the General Motors 
iler Relations Board, supersedes previous messages and announcements issued 
onnection with this matter. 


1938 


Derroit, Mica., June 1, 1954. 
eneral Motors Car and Truck Dealers: 


January 1938, announcement was made to General Motors dealers, that the 
eral Motors Dealer Relations Board was being formed. 
\t the time of that announcement, it was felt that the original procedure 
r the operation of the board would be modified by time and experience, as the 
eed arose. Such has been the case. 
In presenting this revised procedure, it will be helpful to repeat a certain 
ount of background in order that the purposes and objectives of the board 
y be thoroughly understood. 


A POLICY OF BEING FAIR 


: More than 25 years ago, the management of General Motors established what 
they believed to be the fundamental principle that should govern the adminis- 
tion of policies and the disposition of important issues affecting the relation 
ps of dealers and General Motors divisions. 
Specifically stated, here is what is meant: 
rhe policy of General Motors Corp. should be to respect scrupulously its obli- 
cations and to discharge them justly—always observing the rights of the corpora- 
n, aS well as respecting in equal degree the rights of those with whom they 
iy be dealing. 
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In the adoption of this principle it was recognized that however sound 
desirable the policies under which General Motors operations are conducted, 
standards are effective only to the degree that such policies are properly 
ministered. To insure such administration, it was considered desirable to | 
those instances which presented real questions of reasonable doubt as to whe 
the right decision has been made, reviewed by a board having no execu 
responsibility in a division. 


er 


THE PRINCIPLE IN PRACTICE 


In order to carry out this principle in the distribution activities of our busi 
the General Motors Dealer Relations Board was established. Under the 
relations board procedure, a General Motors car or truck dealer may request a: 
impartial review of an administrative decision of a division where he feels hy 
has been unfairly treated. Since its inception, the operation of the board has 
helped to produce better and more satisfactory factory-dealer relationships 











THE DEALER RELATIONS BOARD 


The general plan under which the dealer relations board is constituted 
functions, is as follows: 

Membership.—The board shall consist of not less than three and not more tha! 
six members. They shall be executive officers of General Motors Corp., having 
executive responsibility in a division. The board will be selected from the f 
lowing corporation executives: One or more executive vice presidents or vice 
presidents; the general counsel; the chairman of the board of directors, and th. 
president, who usually will act as chairman. 

Responsibility.—The board is to hear and determine in an impartial manner 
the merits of any case of alleged unfair treatment submitted to it by any dis 
tributor or dealer holding a selling agreement for the sale of General Motors cars 
or trucks to which a division of General Motors is a party. Its decision is binding 
on the division involved. 

Jurisdiction.—The board will hear cases referred to it that come within the 
scope of this procedure. However, it may refuse to hear any case where in its 
judgment, the equity of the dealer is affected to such a minor degree as not t 
justify the time and attention of the board. This also applies to cases where 
the justification of the action by the division is so conclusive that a hearing by the 
board would serve no useful purpose. 

A case may arise involving a principle upon which a new policy might ! 
established or an existing policy be modified to govern a similar case in the futurs 
The board will hear the case and make a determination as its judgment may) 
dictate. It may also request that the proper group or committee within Genera 
Motors consider the adoption of a new policy or the modification of an existing 
policy to govern such cases in the future. 

An case handled in accordance with the established procedure of the board 
passes from an administration status to one of executive review. If the dealer 
wishes to withdraw a case from the board's jurisdiction he may do so by sub 
mitting a notice of withdrawal prior to the hearing before the board. 

The board may refuse to assume or it may relinquish jurisdiction under tli 
regular appeal procedure, regarding any matter which has been or which it may 
reasonably be expected will become the subject matter of a legal proceeding. 

Delegation of power.—The board may delegate one or more of its members | 
hear an individual case or cases which have been submitted to the board. Deci 
sions, however, must be made by a majority vote of the board. 

Stay of action—When a dealer raises a question that is within the scope of an 
in accordance with this procedure, other than a question involving (1) termina 
tion of a selling agreement for one or more of the causes stated in the agreement 
or (2) notification by the division that it will not offer a dealer a new selling 
agreement to become effective upon the automatic expiration of the dealer's the 
current selling agreement, such action shall act as a stay. Accordingly, the 
situation giving rise to the question raised by the dealer shall remain in status 
quo. 

In the event a dealer shall raise a question involving (1) termination of a se!! 
ing agreement for one or more of the causes stated in the agreement, or (2) notifi 
cation by the division that it will not offer the dealer a new selling agreement to 
become effective upon the automatic expiration of the dealer's then current selling 
agreement, the division may, at its option, continue the current agreement i! 
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intil the expiration of 15 days from receipt by the dealer of the decision 
general sales manager, or if an appeal is taken to the board, until there has 
final determination by a decision of the board or a withdrawal of the 
Should the division exercise its option to continue the agreement, it will 
rm the dealer in writing. 


THE ADMINISTRATION OF THE DEALER RELATIONS BOARD PLAN 


r the sake of presenting cases to the dealer relations board, an orderly pro- 
comes essential. 
steps to be taken by a dealer are as follows: 
st. A case may arise in the course of the poor emma between the dealer 
representative of a division, or in some other way, depending upon the type 
em involved. 
ddition, cases may arise where a division terminates a selling agreement 
or more causes stated therein, or otherwise, in accordance with the pro- 
thereof. Or it may arise where a division, sometime prior to the automatic 
n of the prescribed term of an existing selling agreement, announces 
ention not to offer a new agreement to become effective upon the expira- 
f the term of such existing agreement. 
d: In the event the dealer feels that any such decision is unfair to him 
nportant degree, he should direct a letter to the chief executive in charge 
for his division. This is usually the general sales manager. This letter 
set forth the facts as the dealer understands them. It should state the 
which has been made, and should furnish the facts as to the manner 
ent in which he feels he has been unfairly treated. It should be sup- 
by such statements and exhibits as will be helpful to the general sales 
in appraising the matter. In other words, all pertinent facts and 
rs stances bearing on the case, available to the dealer, should be made avail- 
g the general sales manager. Only in this way can that executive deal 
rently with full recognition of all of the available information. 
é h a letter and related data must be submitted by the dealer to the general 
nanager Within 15 days after the original decision has been transmitted 
e division 
ert Vhere the dealer has received notification from the division prior to the auto- 
t expiration of the prescribed term of his then current selling agreement 
e will not be offered a new selling agreement to become effective upon the 
tion of his then current agreement, and the dealer bases his case on the 
ns refusal to offer him such a new agreement, the dealer must submit 
oresaid letter and the related data within 15 days after the dealer receives 
tification 
d: The matter will be reviewed by the management of the division, and 
ritten decision finally rendered to the dealer by the general sales manager 
. epresent the final decision by the division. 
his final decision by the division, will be sent to the dealer not later than 
vs following the submission of the matter to the general sales manager by 


ater 
thi is Step is necessary, because the responsibility of administrative decisions 
ay thin the scope of authority of the division with which the dealer may be 


ited. A final decision by that division, therefore, becomes essential. 
th: If, upon receipt of the decision made by the general sales manager, 
ej ealer still feels that he has been unfairly treated, he then may submit the 
rectly to the dealer relations board. 
n dealer’s submission of his case consists of a letter of transmittal ad- 
na sed to Secretary, Dealer Relations Board, General Motors Corp., 3044 West 
t d Boulevard, Detroit 2, Mich. With this letter should go a copy of the 
y r’s letter to the general sales manager. He should also send any additional 
or viewpoints that may have developed since, either as a result of the 
sion made by the general sales manager, or in any other way. 
ppeal to the dealer relations board must be made within 15 days after the 
mn by the ceneral sales manager. 
fth: The dealer relations board will undertake to hear the case as promptly 
ti possible. The objective will be to hear it within 30 days after it is submitted 
board. The dealer will be advised as to the time and place by the 
tary. 





4386 STUDY OF THE ANTITRUST LAWS 


At the hearing, the dealer shall have the right to appear personally an 
supplement his own account of the case by that of others within his d 
organization. He is limited, however, to the members of his direct organizat 
Likewise, the division shall have the right to be represented and to present 
account of the case. 

Sixth: After the hearing of any case, the board will endeavor to ma 
decision promptly. This decision shall be transmitted by the secretary 
member of the board to the dealer and to the general sales manager of 
division. Any decisions so rendered shall be binding on General Motors Corp 
the division. 

Seventh: The dealer may, at any time, withdraw from the board any 
that may have been submitted for a hearing, provided that notice of withdr: 
is given prior to the heariflg before the board. Should any dealer elect to \ 
draw a case, he shall address a letter of withdrawal to the secretary, cl 
and specifically stating his reasons for withdrawing the case. 

The dealer relations board has proven to be a very wholesome aspect of 
dealer relationships. For over 16 years, dealers have felt free to avail th: 
selves of its facilities. This has been mutually beneficial to General Mi 
dealers, as well as to General Motors. 

H. H. Curtice, President 





Section XXI. Friciwarre Disrrinuror SELLING AGREEMENT 


No. 3613-F-54 


U. &. A208 


Frigidaire Distributor 


Selling Agreement 


S AGREEMENT, made this __day of. A. D. 1%. 
ind between Frigidaire Division, General Motors Corporation, a corporation organized 


xisting by virtue of the laws of the State of Delaware, with offices at Dayton, Ohio, 


nafter called Seller, and_ 


[] an individual 
J a partnership 


| “| a corporation, incorporated in the State of. 


Street County 


reinafter called Distributor. 
WITNESSETH: 
\ CONSIDERATION of the promises hereinafter made by the parties to each other, 
s agreed as follows: 
FIRST: 
Seller will sell and Distributor will buy, subject to the terms and conditions hereof, 


Frigidaire products and accessories as hereinafter defined. 





4388 STUDY OF THE ANTITRUST LAWS 

SECOND: 

Distributor will develop and maintain an authorized dealer organization to sell, deliver « 
install, and service the Frigidaire products covered by this Selling Agreement in the following 
area which will be referred to elsewhere in this Selling Agreement as the “Area of Distri! 


utor’s Sales and Service Responsibility”: 


THIRD: 
Seller may at any time reduce, enlarge, or otherwise change the Area of Distributor’s Sales 


and Service Responsibility by giving Distributor notice in writing of such change. 


FOURTH: 


The terms and conditions set forth in the attached “Frigidaire Distributor Selling Agreement 


Terms and Conditions,” bearing Form No. 3614-F-54 and Identification No. 54-_ 
are hereby made a part of this Selling Agreement with the same force and effect as if set 


forth at length herein. 


FIFTH: 


This Selling Agreement is entered into in reliance upon and in recognition of_ 





elas ad ve ‘i : ____(jointly 


the Distributor, or partner(s) in the distributorship, or representative(s) of the Distributor, 
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actively and substantially participate(s) in the ownership and/or operation of the dis- 
butorship. Distributor shall not transfer or assign nor attempt to transfer this Selling 
reement or any right or obligation hereunder. Distributor shall not make, nor suffer to be 
ade, any change in the ownership, financial interests or active management of Distributor 


without the prior written approval of Seller. 


\ TH: 
s Selling Agreement shall continue in force and govern all relations and transactions 
tween the parties hereto until terminated pursuant to the terms and provisions hereof 


hereinafter provided. 


EVENTH: 
s Selling Agreement is not valid until and unless executed on behalf of Seller by the 


neral Manager or General Sales Manager thereof. 


iN WITNESS WHEREOF, the parties have executed this Selling Agreement in duplicate 


the day and year first above written. 


Distributor___ 


By 


Frigidaire Divisio 


General Motors Corporation 


Seller ___ 


VM itness By 


wate. es 


This Selling Agreement should be executed on behalf of Distributor by the Owner in case 
f sole-ownership, by a Partner in case of a partnership, or by a duly elected officer or a duly 


authorized representative in case of a corporation, showing the title of the person signing.) 
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Form No. 3614—F-54 


Printed in tS. 4 
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ANTITRUST LAWS 


Identification 


No }4- 


Frigidaire Distributor Selling Agreement 


Terms and Conditions 


SCOPE OF 


1. Application 

These Terms and Conditions have been de- 
signed to cover Frigidaire commodities and 
installation material as hereinafter defined 
So applied, these Terms and Conditions have 
by reference been incorporated in and made a 
part of the Selling Agreement governing all 
dealings and relations between 


transactions, 


the parties 


2. Definitions 


The terms hereinafter quoted as used in this 


Selling Agreement shall have the following 


meanings 


a) The term “Frigidaire products”, as used 
herein means articles manufactured by or for 
under the trade 


and distributed by Seller 


name “Frigidaire” 


b) The term “genuine Frigidaire acces- 


sories’’ as used herein means accessories manu- 


SELLING 


AGREEMENT 


factured by or for and distributed by Seller 


use in connection with Frigidaire product: 


c) The term “genuine Frigidaire parts” a: 
used herein means parts manufactured by 
for and distributed by Seller for use in cor 


tion with Frigidaire products. 


d) The term “Frigidaire commodities 
used herein means all Frigidaire products 


genuine accessories and parts as defined her: 


e) The term “installation material” as used 
herein means all material essential to and used 
in connection with the installation, maint: 


ance and repair of Frigidaire products. 


f) The term “current model” Frigidaire 
products as used herein means those Frigidaire 
products currently manufactured or distrib 
uted by Seller and which Seller has not desig- 


nated as discontinued, superseded or replaced 
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SELLING RIGHTS AND CONDITIONS OF SALE 


Distributor’s Selling Privilege C. Failure to Fill Orders 


While this Selling Agreement shall be and Seller shall not be liable for failure or 
main in effect, Distributor shall have the delay in filling orders and shipping Frigidaire 
n-exclusive privilege of selling the new commodities as desired and ordered by Dis- 
Frigidaire commodities and installation ma- tributor where such failure or delay is due, in 
al covered by this Selling Agreement. whole or in part, to any cause beyond Seller's 
control, or to any material, labor, transporta- 

Handling of Distributor’s Orders tion, or utility shortage or curtailment, or to 

; : any labor trouble in or affecting the plants of 

1. Diceribatar'a Cogan Harms Seller or any of its suppliers or where delivery 
is prohibited, prevented or delayed, whether 


or not arising out of Seller's fault, and Dis- 


Distributor shall place orders in writing 
h Seller for Frigidaire commodities and in- 
lation material. Should Distributor, during tributor hereby releases and discharges Seller 


ife of this Selling Agreement, submit from any and all liability for any and all 


rs on his own purchase order forms which damages and losses arising from the failure 


ntain provisions adding to, nullifying, at of Seller to fill any orders placed hereunder. 
ariance or inconsistent with the provisions of 
« Selling Agreement, it is expressly agreed 5. Shipments 

the provisions of this Selling Agreement A. Mode of Shipment 
shall be controlling. 

Seller has the right to ship all Frigidaire 
commodities and installation material pur- 
B. Cancellation of Distributor’s Orders chased by Distributor under this Selling Agree- 

if, in any month, Seller does not ship the ment by whatever mode of transportation 
Frigidaire commodities or installation ma- and from whatever point it may select. How- 
terial which were ordered by Distributor and ever, Seller will endeavor to follow Distribu- 
scheduled for delivery during that month, the tor’s requests with regard to routing. 
wders for such undelivered Frigidaire com- 
modities or installation material will remain B. Responsibility for Shipment 

effect unless cancelled in whole or in part The common carrier to which goods shall 
either Seller or Distributor upon written be delivered for shipment to Distributor here- 
notice served by one upon the other. However, under is hereby declared to be the agent of 
rders for Frigidaire commodities or installa- Distributor, and Seller shall not be responsible 
material which differ in any way from for any delays, damages or losses in shipment 


those manufactured under standard specifi- whether the common carrier used shall have 


ations adopted by Seller may be cancelled been designated in the shipping and routing 


nly by Seller. 


instructions of Distributor or not. Claims 
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against common carriers for delay, damage or 


loss of shipments shall be made by Distributor. 


C. Liability for Demurrage 


Distributor shall be responsible for and 
shall pay any and all charges for demurrage, 
storage or other charges accruing after arrival 


of any shipment at destination. 


D. Diversion 


If diversions are made upon Distributor’s 
request or as a result of Distributor’s failure 
or refusal, for any reason, to accept Frigidaire 
commodities that may be shipped to him under 
this Selling Agreement on Distributor’s orders, 
Distributor shall assume responsibility for and 
pay the additional charges and expenses inci- 


dent to such diversion. 


E. Shipments from Warehouses 


In the event that Seller shall ship to Dis- 
tributor any product which is priced f.o.b. 
point of shipment, from an intermediate ware- 
house to which such product was theretofore 
sent from said f.o.b. point in order to expedite 
delivery to distributors upon receipt of a 
specific order therefor and the freight charge 
from such warehouse is less than the freight 
charge from said f.o.b. point, Seller shall be 
entitled to receive for such product, in addi- 
tion to the distributor price f.o.b. point of 
shipment, the difference between aforesaid 


freight charges. 


6. Payment by Distributor 


Distributor shall pay Seller for each ship- 
ment of Frigidaire commodities and installa- 


tion material on the basis of Seller's prices 
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and terms in effect at the time of 


shipment. 


The amount of any present or future sales 
tax or other tax, which Seller now or hereafter 
shall be required to pay either on its own be. 
half or on behalf of the purchaser or otherwise 
with respect to Frigidaire commodities pur. 
chased under this Selling Agreement sha 
unless such prices are expressly stated to be 
inclusive of such tax, be added to the prices 
therefor, to be paid by Distributor in the same 
manner and with the same effect as if origir 


ally added to such prices. 


7. Changes in Prices and Models 


Seller has the right to change, without prior 
notice to Distributor, all schedules including 
prices and discounts and to change or dis- 
continue the sale of any model, size, type, or 
class of Frigidaire commodity without in. 
curring any obligation whatsoever therefor or 


arising therefrom. 


Should Seller increase Distributor’s net price 
on any Frigidaire product, Seller shall not 
ship any such Frigidaire product to Distrib 
utor at the increased price until Seller has 
first notified Distributor thereof in writing 
i.e., by letter or telegram. Upon receipt of suc! 
notice, Distributor may cancel all unshipped 
orders for Frigidaire products to which such 
increase applies, provided written notice of 
cancellation is delivered to Seller within ten 
(10) days after receipt by Distributor of Sel- 
ler’s notice. Failure to so cancel within the 
time specified will constitute a confirmation 
of all unshipped orders at the increased price 


or prices. 
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hould Seller, by way of a general price re- 
tion of Frigidaire products, reduce Dis- 
itor’s net price on any current model 
gidaire product, Seller will refund or credit 
Distributor an amount equal to the dif- 
nce between the price Distributor paid for 
such Frigidaire product and the reduced 

on all corresponding new, unused, and 
amaged current model Frigidaire products 
removed from the original shipping crate 
h were purchased from Seller by Distrib- 

r and which are carried in Distributor’s 

k as new and unsold at the time such re- 
tion is made; provided, that should Seller 
end sales or promotional allowances to 
tributors for a specified period, such allow- 
es shall not be the basis for a refund or 
lit within the meaning of this Section; and 
vided further, that should the general price 

juction be in any respect attributable to and 
ect in whole or in part a reduction in 
leral tax imposed on Seller with respect to 
manufacture or sale of Frigidaire pro- 
ts, Seller will issue a refund or credit to 
ributor with respect to Distributor’s in- 
itory on hand at the time such price reduc- 
becomes effective as provided above, only 
and to the extent of any floor stocks tax 
ind recovered by or rebated to Seller under 


ropriate legislation. 


eller shall also grant refunds or credits to 
istributor in the manner and subject to the 
nditions hereinabove set forth with respect 

current model Frigidaire products as de- 
ribed above carried in stock* by dealers 
erating under Distributor to the extent that 
istributor grants corresponding refunds or 


lits to such dealers. 
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Claims for refund or credit resulting from 
general price reductions must be made by Dis- 
tributor in writing within sixty (60) days from 
the date such price reductions become effec- 


tive. All such claims must be supported by 


evidence satisfactory to Seller showing Dis- 


tributor is entitled to the refund or credit 


claimed. 


8. Warranty 


There are no warranties, expressed or im- 
plied, representations, promises, or statements 
made by Seller in connection with the sale of 
Frigidaire commodities furnished hereunder 
except as set forth in the Manufacturer's War- 


ranty in effect at the time of sale. 


9. User’s Record 


To assure satisfactory customer service, Dis- 
tributor shall compute and maintain and re- 
quire each member of his dealer organization 
to compute and maintain a “Frigidaire User's 
Record”, and in the event of termination of a 
dealer's selling agreement shall require Dealer 
to make such record available to Distributor. 
In the event of termination of Distributor’s 
Selling Agreement, such records in Distrib- 
utor’s possession shall be made available to 


Seller. 


10. Return of Frigidaire Parts 
A. Return of Surplus Frigidaire Parts 


In the event Distributor develops a sur- 
plus stock of genuine Frigidaire parts or for 
any other reason desires to liquidate a portion 


of his genuine Frigidaire parts stock, Distrib- 
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utor may submit to Seller a list of those parts 
that are in good condition and unused which 
he desires to return for credit. Seller will, as 
promptly as possible, notify Distributor as to 
the parts, if any, on said list which Seller will 
accept and the price at which same will be 
accepted. Thereupon Distributor may ship to 
the destination specified by Seller, transporta- 
tion charges prepaid, the parts which Seller 


has agreed to accept. 


GENERAL OPERATING 


ll. Satisfactory Organization of Area of 
D.stributor’s Sales and Service 


Responsibility 


Distributor shall develop the Area of Dis- 
tributor’s Sales and Service Responsibility to 
the satisfaction of Seller and to that end shall 
appoint dealers, salesmen, and other repre- 
sentatives therein to sell, deliver and install, 
and service Frigidaire commodities. Distrib- 
utor shall send members of his organization 
to conferences or schools sponsored by Seller 
for sales training at such intervals and to such 


locations as may be deemed reasonable. 


Distributor shall deliver to Seller a copy of 
each dealer selling agreement, appointment 
notice, change notice and, in the event of the 
termination of any selling agreement, a copy 
of the notice of termination. Distributor shall 
furnish Seller at the close of each month with 


a report of the personnel in his Area. 


12. Distributor’s Place of Business 


Distributor shall maintain a place of busi- 


ness, including adequate facilities, equipment 
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B. Return of Defective Frigidaire Pa-;, 
After receiving specific authorization fr, 
Seller, Distributor may return defective Frir 


aire parts to Seller for repair or replacemen: 


in accordance with Frigidaire factory se: 
policies and procedures. Such parts are t 
shipped, transportation charges prepaid, t 
destination specified. Distributor will b: 
imbursed for transportation charges pre; 


by him on authorized shipments of defec; 
parts, made under this Selling Agreement 


REQUIREMENTS 


and tools, satisfactory to Seller and shall kee; 
the business hours customary in the trade 
Distributor will permit Seller at all reasonable 
times during business hours to inspect said 
place of business. All records and accounts of 
Distributor relating to the selling or servicing 
of all Frigidaire commodities shall be made 


available to Seller. 


Distributor shall not move to or establis! 
a new location, branch sales office, branch 
service station or place of business without 


the prior written consent of Seller. 


13. Display and Demonstration of 
Frigidaire Products 


Distributor shall purchase and maintain iy 
his showrooms at all times an adequate stock 
of current model Frigidaire products for dis 


play and demonstration purposes. 


14. Accounting 


6 . 
It is to the mutual interest of Distributor 
and Seller that uniform accounting systems 
and practices be maintained by distributors 


and dealers in order that Seller may develop 
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jards of operating performance which will which either is set up, is now or hereafter 


»ble distributors and dealers to obtain the inadequate in Seller’s estimation for the proper 


satisfactory results from the sales po- handling of Distributors business, Distributor 

als assigned to them and which will enable will take the necessary steps to meet Seller's 
to prepare composite distributor and applicable requirements within the time de- 
profit statements periodically to guide termined by Seller. 


in formulating policies beneficial to the 
16. Reports of Stock and Sales, and 


Forecasts of Requirements 


at of distributors and dealers. 


wdingly, Distributor shall use and keep 


In order to permit Seller to keep its pur- 
date at all times a satisfactory uniform 


chases of raw materials and its production and 
inting system designated by Seller and 


distribution of Frigidaire commodities in line 
furnish to Seller, by the tenth (10th) of 


with retail sales, and to help prevent Distrib- 
month, a complete and accurate financial : ; 
utor and his dealers from becoming over- 
nerating statement with supporting data : a ; 
t g PE 6 stocked or understocked with Frigidaire com- 
1g the preceding month’s operations, ae a a s , 
5 I g P modities, Distributor shall furnish Seller re- 
ng the true and actual condition of Dis- 


ports of stock and sales and forecasts of re- 
utor’s business. Distributor will maintain 


' quirements at intervals specified by Seller. 
| system in strict accordance with the Ac- 


All such reports will be furnished on the ap- 
ting Manual prescribed by Seller. 


propriate forms provided by Seller. 

Distributor shall have his books audited an- 
lly by a competent accountant or auditor Iv. Inventory of Frigidaire Commodities 
| furnish a certified copy of such audit to Distributor shall purchase and at all times 
r for its permanent record. maintain an inventory of current model Frigid- 
aire commodities adequate to supply, service 
Capital Requirements and promote sales and service activities of his 
since the amount and structure of working authorized dealers, all to the satisfaction of 
tal and net worth required in the business Seller — and shall have his dealers carry a rep- 
onducted by Distributor hereunder de- resentative inventory of products and acces- 
upon many factors, including size of sories commensurate with potential sales, and 
arket, sales and service facilities required, have his servicing dealers and authorized serv- 
cipated volume and other factors, and ice stations carry in stock a quantity and 
Seller from time to time will advise Dis- variety of parts adequate in Seller's opinion to 
tor as to the amount of capital and net service the number of Frigidaire products in- 


rth deemed necessary for Distributor’s op- stalled in Distributor’s Area. 


tion based upon Seller's past experience, ? s 
Distributor shall establish his working capital 18. Good Will 

ind net worth in the respective amount and A. Customer Relations 

form satisfactory to Seller. If the amount of Distributor recognizes the importance of 


rking capital or net worth or the way in free competition, of selling Frigidaire com- 
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modities at fair prices with relation to his 
costs, of installing and servicing or furnishing 
proper installation and service in connection 
with the sale of Frigidaire commodities, and of 
the necessity of preventing any unfair or de- 
ceptive acts or practices in the sale of Frigid- 
aire commodities, in order to protect the 


Frigidaire name and trade-marks and protect 


and promote the good will of Seller. 


Accordingly, (1) Distributor shall inform 
purchasers of his prices and give them item- 
ized invoices setting forth the details of their 
purchases; and, (2) Distributor shall make 
every reasonable effort to build and maintain 
customer good will in connection with Frigid- 
aire commodity sales made by him and to 
assure customer satisfaction on all installations 
and service. All complaints received by Dis- 
tributor which cannot be remedied by Dis- 
tributor shall be promptly reported to Seller 


with the name of the owner making same. 


B. Care of Products 


In order to assure the proper and satis- 
factory operation of Frigidaire products and 
to protect the good will of Seller in respect 


thereto, Distributor shall: 


(1) Use accessories, valves, controls, and 
other parts manufactured by or for, 
or recommended by Seller, or of the 
same grade and quality therewith, in 
the installing or servicing of Frigid- 


aire products. 


Sell, offer for sale, or use in the install- 
ing, servicing or repairing of Frigid- 


aire products, copper tubing, refriger- 
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ants, oils and parts authorized }, 


Seller or of the same grade and quality 


therewith. 


19. Advertising 


Seller will from time to time make availa}|- 
to Distributor advertising copy and other ad 
vertising material such as literature and dis 
plays, for Distributor’s use locally to e: 
him to fully benefit from Seller’s Nationa! 


Advertising Program. 


Distributor shall use such materials t 
vertise and promote the sale of Frigidair 
commodities in the Area of Distributor’s Sales 


and Service Responsibility. 


In the event that Distributor offers a local 
Advertising Plan whereby allowances are made 
to reimburse dealers for a portion of the 
dealers’ expenses in the advertising of Frigid 
air products, Seller shall extend allowances to 
Distributor in conformance with Seller's ad- 


vertising policy then in effect. 


Distributor shall purchase, erect and mai: 
tain at his expense such signs as are necessary 
to advertise his business properly on a basis 


satisfactory to Seller. 


20. Frigidaire Name and Trade-Marks 
A, Exclusive Rights 


Seller is exclusively entitled to the use of 
the word “FRIGIDAIRE”, including the dis 
tinctive outline or form thereof, and of the 
good will attached thereto. The word 
“FRIGIDAIRE” shall not be used as the 
name or as any part of the name under which 


Distributor’s business is conducted. 
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B. Discontinuance of Use Upon title, expression or mark so nearly resembling 


Termination the same as to be likely to lead to confusion 


( the word “FRIGIDAIRE” or any or uncertainty or to deceive the public. 
jaire trade-mark, including the distinc- 4 
C. Distributor’s Liability for Failure 


itline or form thereof, is used in any sign - : 
to Discontinue Use 


vertising display by Distributor, Distrib- 


ie — If Distributor refuses or fails to comply 
shall, upon termination of this Selling ) 


with the provisions of subsection B of this 
ement, or upon the request of Seller, dis- 


Section, Distributor shall reimburse Seller for 
ue the use of the same. Thereafter, Dis- ‘ 
slic all costs, attorneys’ fees and other expenses 


wr shall not use, either directly or in- incurred by Seller in connection with legal 


, in connection with any business the action to require Distributor to comply with 


FRIGIDAIRE” or any other name, such provisions. 


DELIVERY AND INSTALLATION=SERVICE 


Definitions C. Protection Plan Service 


\s used in this part entitled “Delivery The term “Protection Plan service” as 
Installation—Service” and elsewhere in used herein means the various services com- 
Selling Agreement, the terms hereinafter prehended by Seller's written Protection Plan 


| shall have the following meanings: applicable to a specific Frigidaire product. 


Delivery and Installation D. Out-of-Warranty Service 


he term “delivery and installation” as The term “out-of-warranty service” as 
herein means the transporting of a Frigid- used herein means the various services which 
roduct to the point of installation and may be needed by an owner or user from time 
ting it with adequate utilities to be pro- to time on a specific Frigidaire product follow- 
by owner or user, without charge to the ing the expiration date of any warranty or 
or user, except in an instance where Protection Plan applicable to such Frigidaire 
price and terms to Distributor and product. 
ibutor’s price to dealer did not contem- 


: ; y. First-Y W 3 ) 
a cash-installed price to the purchaser. E. First-Year Warranty Reserves 


The term “first-year warranty reserves” 
B. In-Warrenty Service as used herein means the schedule of suggested 
Che term “in-warranty service” as used first-year warranty reserves heretofore fur- 
n means the various services compre- nished Distributor by Seller as the same may 
led by Seller’s written one-year warranty from time to time be amended and supple- 


cable to a specific Frigidaire product. mented by Seller. 
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Distributor shall perform or otherwise pro- 
vide satisfactory delivery and installation on 
all Frigidaire products sold or otherwise dis- 
posed of by Distributor or dealers operating 
under Distributor, within the Area of Dis- 
tributor’s Sales and Service Responsibility. If 
Distributor or dealers operating under Dis- 
tributor sell Frigidaire products for installation 
outside the Area of Distributor’s Sales and 
Service Responsibility, Distributor is respon- 
sible for furnishing installation in the same 
manner and to the same extent as if said sales 
were made for installation within the Area of 
Distributor’s Sales and Service Responsibility. 
However, in such instances, Seller may speci- 
fically assume Distributor’s installation obli- 
gation on individual sales of Frigidaire prod- 


ucts on an expense reimbursement basis. 


23. Service Responsibility of Distributor 


Distributor shall perform or otherwise pro- 


Plan 


service, and out-of-warranty service on Frigid- 


vide in-warranty service, Protection 
aire products of the type sold or otherwise 
disposed of by Distributor or dealers operating 


under Distributor as hereinafter set forth. 


Distributor shall have the direct responsi- 
biblity for performing or otherwise pro- 
viding prompt in-warranty service at no 


expense to the purchaser or user: 


(a) On all Frigidaire products sold or 
otherwise disposed of by Distrib- 


utor or dealers operating under Dis- 
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tributor on and after the date of 


f this 


Selling Agreement regardless of th, 
place of initial installation or subse. 
quent installation during th: 


ne 


year warranty period; 


On such Frigidaire products sold by 
others prior to, on or subsequent to 
the date of this Selling Agreement 


which are in use in the Area of Dis. 


tributor’s Sales and Service Respon 


sibility regardless of whether Seller 
has at any time designated suc} 
Frigidaire products as the service r 
sponsibility of Distributor. For j 
warranty service, Seller shal! 
Distributor with respect to suc} 
Frigidaire products sold by others 
or after the date of this Selling 
Agreement the amount set forth i: 
the schedule of first-year warranty 


reserves issued by Seller and in ef 


fect at the date of such installat 


On all Frigidaire products with re 
spect to which Distributor has ac 
cepted service responsibility on a 
contractual basis with Seller or other 


distributors or dealers. 


2. If Distributor does not wish to perforn 
the requisite in-warranty service with re- 
spect to Frigidaire products (except Com 
pressors and remote-type air conditioning 
installations), (1) which Distributor or 
dealers operating under Distributor «ell 
and which are initially installed outside 


the Area of Distributor’s Sales and Serv 
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ce Responsibility or (2) on which Dis- 

butor or dealers operating under Dis- 
ributor have been assigned or have 
,.ccepted service responsibility either by 
sale thereof or by receipt of the amount 
set forth in the schedule of first-year 
warranty reserves on Frigidaire products 
sold by others and which are removed by 
the customer from the Area of Distrib- 
tor’s Sales and Service Responsibility 
after installation therein; Distributor 


shall: 


Arrange for the performance of in- 
warranty service on such Frigidaire 
products through any competent 
service organization situated in the 
locality where the Frigidaire products 
are located or relocated, but in no 
event shall Distributor be relieved of 
his obligation to perform or other- 
wise provide in-warranty service un- 
less such competent service organi- 
zation is another authorized distrib- 


utor of Seller; or 


Pay to Seller, within thirty (30) days 
after the date of his sale of such 
Frigidaire products or of the sale of 
such Frigidaire products by a dealer 
operating under Distributor or im- 
mediately after notice of removal of 
the Frigidaire products, whichever is 
applicable, the amount set forth in 
the schedule of first-year warranty 
reserves heretofore referred to, pro- 
vided the installation is within the 
continental United States, and fur- 


nish Seller with all needed informa- 
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tion in connection with the sale, and 
in that event Seller will assume the 
entire responsibility and arrange for 
the performance of in-warranty 


service. 


In the event of termination of this Selling 


Agreement, Distributor and Seller shall 
compute the then unexpired part of the 
one-year warranty period on such Frigid- 
aire products for which Distributor is 
obligated to perform in-warranty serv- 
ice. Distributor shall then pay to Seller 
any unexpired first-year warranty re- 
serves which relate to such Frigidaire 
products, whereupon Distributor will be 
discharged from any further in-warranty 
service obligation and Seller shall provide 


such in-warranty service. 


A charge in addition to the price of a 
Frigidaire product is made in instances 
wherein Seller's written Protection Plan 
applies to such Frigidaire product. Dis- 
tributor shall perform or otherwise pro- 
vide Protection Plan service on Frigid- 
aire products of the type sold or other- 
wise disposed of by Distributor and which 
are in use in the Area of Distributor’s 


Sales and Service Responsibility. 


Distributor shall perform or otherwise 
provide out-of-warranty service at cus- 
tomer’s expense on Frigidaire products of 
the type sold or otherwise disposed of by 
Distributor or dealers operating under 
Distributor which are in use in the Area 


of Distributor’s Sales and Service Re- 
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sponsibility, regardless of whether such 
Frigidaire products were sold by Dis- 
tributor or dealers operating under 


Distributor. 


24. Performance Standards for 


Distributor 


Distributor, in delivering and installing or 
servicing Frigidaire products shall (1) adhere 
to recommendations, specifications and in- 
structions of Seller contained in Frigidaire 
dealer service policies and procedures in effect 
at the time of performance of delivery and 
installation or service on such Frigidaire prod- 
ucts; (2) perform all delivery and installation 
or service in a good and workmanlike manner 
so as to meet all requirements of state and 
municipal authorities; (3) assume all expense 
or liability incidental to meeting such require- 
ments; and (4) assume full responsibility for 
the proper delivery and installation, operation 
and service of all Frigidaire products installed 
or serviced by Distributor or dealers operating 


under Distributor. 


Distributor, in performing delivery and in- 
stallation or service with respect to Frigidaire 
products, shall, as applicable, (1) maintain 
well-trained installation personnel and an effi- 
cient Delivery and Installation Department 
and an adequate stock of installation material 
to care for delivery and installation of Frigid- 
aire products and accessories in the Area of 
Distributor’s Sales and Service Responsibility; 
2) maintain sufficient well-trained service per- 
sonnel and an efficient Service Department 
which includes adequate shop facilities and a 
stock of repair and replacement parts sufficient 


to care for servicing of Frigidaire products 
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installed in the Area of Distributor’s Sales anq 


Service Responsibility. 


Distributor shall send members of his« or. 


ganization to conferences or schools approved 


or sponsored by Seller, for service and delivery 
and installation training, at such intervals and 
to such locations as may be deemed reasonable 
Distributor will purchase special tools de. 
veloped and recommended by Seller which are 
mutually deemed necessary for Distributor to 
render proper service to users. Further, Dis 
tributor authorizes and directs Seller t ship 
or cause to be shipped to Distributor in ad. 
vance of new models of Frigidaire products 
such special tools, the cost of which shal! not 
exceed fifty dollars ($50), as Seller may deem 
necessary to service such new models properly 
Distributor will pay for such tools prompt! 


upon receipt thereof. 


Seller may at Distributor’s request and 
without assuming any liability therefor fur. 
nish consulting engineering service on cer 
tain Frigidaire products in line with Seller's 


current engineering practice. 


If Distributor fails to discharge his delivery 
and/or installation or in-warranty service ré 
sponsibility without expense to the owner 
user, Distributor shall reimburse the owner or 
Seller, as the case may be, upon receipt 
proof of payment or proper claim for all costs 
and expenses incurred by the owner or Seller 
in securing or arranging for the performance 
of such delivery and/or installation or 
warranty service by a person or persons other 
than Distributor. Moreover, upon receipt o! 


proper claim, Distributor shall reimburse Seller 
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authorized distributor or dealer, who 
lertaken “in-warranty service” for serv- 
« directly attributable to Distributor’s 
or the failure of any dealers operating 
Distributor, to discharge installation 


nsibility. 


tributor agrees to indemnify and hold 
as other distributors, dealers, and Seller 
any and all claims (including without 
:tion, Workmen's Compensation claims), 
ds, suits, losses and expenses whatsoever 
» out of or in any way connected with 
ations, repairs and/or service performed 
stributor, whether or not ordered by 
listributors, dealers or Seller and alleged 
ave been negligently performed by Dis- 


tor 


TERMINATION OF 


lermination 
Termination by Distributor 


Jistributor may terminate this Selling 
ment by written notice of termination 
ered to Seller, such termination to be ef- 

one (1) month after receipt by Seller 


h notice. 


B. Termination by Seller 


Seller, at its will and option, may termi- 
this Selling Agreement any time by giving 
listributor written notice of termination 

3) months in advance of the effective 


t 


late thereof by mail or personally. 


Termination by Seller for Cause 


This Selling Agreement may be termi- 


by Seller immediately by delivering to 
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25. Sales for Installation Without 
Continental United States 


Notwithstanding any provision of this Sell- 
ing Agreement to the contrary and notwith- 
standing the fact that Seller's warranty form 
is applicable only with respect to Frigidaire 


products located within the continental United 


States, if Distributor or any dealer operating 


under Distributor should make sales for instal- 
lation without the continental United States, 
Distributor hereby agrees, at Distributor's ex- 
pense, to provide or arrange to have others 
provide, owner or user with service parts and 
to perform or provide for the performance of 
services comparable to in-warranty service and 
Protection Plan service with respect to each 


Frigidaire product sold. 


SELLING AGREEMENT 


Distributor or his representative written no- 
tice of such termination in the event of the 


happening of any of the following: 


(1) Death, incapacity, or the removal, res- 
ignation, withdrawal or elimination 
from the distributorship for any reason 
of Distributor or any person named in 
Paragraph FIFTH of this Selling Agree- 


ment, 


Any attempted transfer or assignment 
of this Selling Agreement or any right 


or obligation hereunder; 


Any sale, transfer or relinquishment, 
voluntary or involuntary, by operation 
of law or otherwise of any interest in the 


direct or indirect ownership or manage- 
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ment of Distributor or distributorship 


without the prior written approval of 


Seller; 


Any dispute, disagreement, or contro- 
versy between or among principals, 
partners, managers, officers or stock- 
holders of Distributor which in the 
opinion of Seller may adversely affect 
the ownership, operation, management, 


business, or interests of Distributor, 


distributorship or Seller; 


Insolvency of Distributor; the filing of 
a voluntary petition in bankruptcy; the 
filing of a petition to have Distributor 
declared bankrupt, provided it is not 
vacated within thirty (30) days from 
the date of filing; the appointment of a 
receiver or trustee for Distributor, pro- 
vided such appointment is not vacated 
within thirty (30) days from the date 
of such appointment; the execution by 


Distributor of an assignment for the 


benefit of creditors; 


Conviction of Distributor or any prin- 
cipal officer, principal stockholder or 
manager of Distributor or any partner 
in distributorship of any crime which, 
in the opinion of Seller, may adversely 
affect the good will or interests of Dis- 


tributor, distributorship or Seller; 


The failure of Distributor to secure, 
maintain or renew a license or the sus- 
pension or revocation of Distributor’s 
license in any state or jurisdiction re- 
quiring a license for the performance of 


any obligation under this Selling Agree- 


ment; 
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(8) Any other breach of this Selling 
ment. 
27. Subrogation of Distributor’s Righ 


In the event of the termination of thi- 


ing Agreement for any reason, Seller 


thereupon at its option immediately }y 


rogated to any or all agreements, right- 
relations of Distributor with dealers, or 
representatives appointed by Distributo: 
under with regard to the sale and sery 
Frigidaire commodities and all such 
ments shall contain a provision makir 


requirement effective in favor of Seller, pro 


vided however, Seller shall not be responsib| 
for, nor shall Distributor be relieved fron 
any previous obligations, acts or default: 


Distributor. 


28. Transactions After Termination 
4. Distributor’s Obligations 


Termination of this Selling Agreement 
shall not release Distributor from the obliga. 
tion to pay any sum owing Seller, nor releas: 
Distributor from the obligation to perform any 
duties or other obligations which, by the terms 
of this Selling Agreement, require performance 
subsequent to termination, nor shall it releas¢ 
Distributor from the obligation to pay for any 
special Frigidaire commodities ordered by 


Distributor. 


B. Deliveries by Seller 


A notice of termination of this Selling 
Agreement shall operate as a cancellation of a 
orders for Frigidaire commodities which may 
not have been shipped by Seller prior to de- 


livery of notice of termination. 
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Seller will endeavor, without liability there- 
to furnish Distributor with Frigidaire com- 
modities during the period between the date of 
tice of termination and the effective date of 
termination in normal quantities as deter- 
ed by Seller to fill Distributor’s bona fide 
jealer orders calling for shipment during such 


sctied 


Seller will also endeavor, without liability 
therefor, to furnish Distributor with sufficient 
gidaire products to fill Distributor’s other 

a fide sales orders on hand, which orders 

all for delivery not later than three (3) 
ths after the date of notice of termina- 
tion, but in no event shall Seller deliver a 
greater number of Frigidaire products than 
were delivered by Seller to Distributor in the 
three- (3) month period immediately preced- 
ing the date of notice of termination. All such 
orders shall be subject to Seller's approval and 


acceptance. 


C. Unfilled Orders 


Seller may at its option, on the effective 
late of termination, take over all or any por- 
tion of the unfilled orders on Distributor direct 
sales not filled under the preceding provisions 
of this Section. On all such orders, Seller will 
pay to Distributor ten per cent (10%) of the 
difference between Distributor’s net price 

o. b. point of shipment and the price at which 
sold by Distributor, and in addition thereto, 
Seller will reimburse Distributor for any rea- 
sonable commissions already paid by Distrib- 
utor on such orders. The payment of such dis- 
counts and commissions to Distributor shall 


be deferred however, until the applicable 


orders are filled. If commissions on any such 
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orders accepted by Seller have not been paid 
by Distributor to salesmen prior to the time 
such orders are taken over by Seller, Seller at 
its option will pay to the salesmen either such 
commissions as may be due them on such sales 
in accordance with salesmen’s regular agree- 
ment with Distributor or such reasonable com- 


missions as may be fixed by Seller. 


D. Non-Waiver of Termination 


The acceptance of orders by Seller from 
Distributor or the continuance of sale of 
Frigidaire products to Distributor or any other 
act of Seller after termination of this Selling 
Agreement shall not be construed as a renewal 
of this Selling Agreement for any further 


period nor as a waiver of the termination. 


E. Distributor’s Contingent Liability 


If Seller has endorsed or guaranteed or 
accepted any responsibility in connection with 
the sale or pledge of Distributor’s contracts 
with banks or finance companies which have 
not been fully paid, Seller shall have the right 
upon termination of this Selling Agreement to 
retain any credit balance due Distributor so 
far as deemed necessary by Seller to protect 
Seller against loss by reason of such guaranty 


or endorsement. 


29. Repurchase of Frigidaire 
Commodities and Equipment 


Upon Termination 


A. In the event of termination of this 
Selling Agreement. after Distributor’s post- 
termination requirements of Frigidaire prod- 
ucts have been determined under the pro- 


visions of subsection B of Section 28, Distrib- 
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utor shall immediately furnish Seller with a 
list of the following items, and thereafter 
Distributor will sell and Seller will purchase 


the same from Distributor: 


1) All remaining new, unused and un- 
damaged current model Frigidaire prod- 
ucts not removed from the original 
shipping crate and which were pur- 
chased from Seller during the twelve- 
12) month period immediately pre- 
ceding the date of notice of termination 
and on hand in Dietributor’s place of 
business or in Distributor’s possession, 
at Distributor’s net cost or the current 
net cost to Distributor, whichever is 
the lesser, including the transportation 
charges, if any, which Distributor paid 
for shipment of such Frigidaire prod- 
ucts to his distributorship’s destination 


point. 


All unused and undamaged genuine 
Frigidaire parts and accessories pur- 
chased directly from Seller during the 
twelve- (12) month period immediately 
preceding the date of notice of termina- 
tion and on hand in Distributor’s place 
of business or in Distributor’s posses- 
sion, at Distributor’s current net cost, 
exclusive of the transportation charges 
which Distributor paid for shipment of 
such genuine Frigidaire parts and ac- 
cessories to his distributorship’s desti- 


nation point. 


Any signs belonging to Distributor of 
a type recommended by Seller and bear- 
ing the word “Frigidaire”, at a price in 


accordance with the terme of any 
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Frigidaire Sign Order which may hay, 
been executed by Distributor in cop. 
nection with a sign purchaee or, in th. 
absence of any such order, af a price 


agreed upon by Seller and Distributor 


B. In the event Seller desires to buy train 


ing and demonstration equipment and devices. 


including but not limited to slide film pro 


jectors, cut-away Meter-Misers and motion 
picture machines, the original purchase of 
which Seller participated in or arranged « 
a special price, Distributor will sell at a price 


agreed upon by Seller and Distributor. 


C. In the event Seller desires to buy new 
and undamaged Frigidaire products other than 
those specifically covered in subsection A (| 
of this Section, Distributor will sell such prod 
ucts to Seller at a price agreed upon by Dis 
tributor and Seller. 


D. In the event that Distributor desires t 
sell the special tools and mechanical sho; 
equipment of a type recommended by Seller 
and designed specifically for Frigidaire service 
and purchased by Distributor during the 
twelve- (12) month period immediately pre- 
ceding the date of notice of termination, Dis- 
tributor will furnish Seller with a list thereof 
immediately following receipt of notice of 
termination and thereafter Seller may pur- 
chase the items listed thereon from Distrib- 
utor at a price agreed upon by Seller and Dis. 


tributor. 


E. In the event Seller and Distributor can- 
not agree on a price as called for in subsections 


A (3), B, C or D, of this section, then the sale 
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made at a price set by a third party to 
ted by the parties hereto. In no event 
the price exceed the amount originally 


} therefor by Distributor less reasonable 


4 


preciation 


F. Upon demand and tender by Seller of 
the purchase price as provided in this Section, 


Distributor shall promptly prepare for ship- 


GENERAL 


1). Distributor Not Agent or Legal 


Representative of Seller 


is Selling Agreement does not constitute 
stributor the agent or legal representative 
Seller for any purpose whatsoever. Dis- 
butor is not granted any express or implied 
ghts or authority to assume or to create any 
ation or responsibility in behalf of or in 

t ame of Seller, or to bind Seller in any 


anner or thing whatsoever. 


$1. Responsibility for Distributor’s 


Commitments 


Distributor shall be solely responsible for 
id all obligations or liabilities incurred 
sumed by him in the performance of this 
Selling Agreement and Seller will not be held 
sible in any manner therefor, regardless 

any suggestion or recommendation with re- 
thereto by Seller or any of its employes 
epresentatives unless Seller has agreed to 

ne the responsibility, either in whole or 

rt, by written agreement executed by its 
ral Manager or its General Sales Mana- 
ger, except insofar as it is specifically provided 


wise in this Selling Agreement. 
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ment and deliver such goods in accordance 


with Seller's instructions 


G. Distributor shall execute and deliver to 
Seller evidence of title satisfactory to Seller 
If such goods are subject to a lien or charge of 
any kind, Distributor shall procure the dis- 
charge and satisfaction of such lien or charge 


prior to sale of goods to Seller 


PROVISIONS 


32. Notices 


Any notice required to be given by either 
party to the other hereunder or in connection 
herewith shall be in writing and delivered per- 
sonally or by mail. Notices to Distributor shall 
be directed to Distributor or his representa- 
tive at Distributor’s place of business; notices 
to Seller shall be directed to the General Sales 
Manager, Frigidaire Division, General Motors 
Corporation, Dayton, Ohio. Unless specified 
therein to become effective at a later date, 
notices given by mail shall be effective as of 
the date of mailing, while notices delivered 


personally shall be effective as of the date of 


delivery. 


33. No Implied Waivers 


The failure of either party at any time to 
require performance by the other party of any 
provision hereof shall in no way affect the full 
right to require such performance at any time 
thereafter. Nor shall the waiver by either 
party of a breach of any provision of this Sell- 
ing Agreement constitute a waiver of any suc- 


ceeding breach of the same or any other such 
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provision or constitute a waiver of the pro- 


vision itself. 


34. Applicable Law 


This Selling Agreement is to be governed 
by and construed according to the laws of the 
State of Ohio. It is understood, however, that 
this is a general form of Selling Agreement 
designed for use in the United States wherever 
Frigidaire commodities are sold and that any 
provisions which in anywise contravene the 
laws of any state or jurisdiction where this 
Selling Agreement is to be performed shall be 
deemed not to be a part of this Selling Agree- 


ment in such state or jurisdiction. 
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35. Sole Agreement of Parties 


This Selling Agreement is the sole agreement 


between the parties and cancels and super. 


sedes all previous agreements between the par. 


ties relative to the selling, installing and sery. 
icing of Frigidaire commodities, except specia! 
agreements, if any, contemplated by the pro. 


visions of Sections 21 to 24 inclusive, herein 


No change in, addition to, or erasure of any 
printed portion of this Selling Agreement (ex. 
cept the filling in of blank lines or spaces) shall 
be valid or binding upon Seller unless ap. 
proved in writing by the General Sales Mana. 


ger of Seller. 








ement 
super 
ie par 
: 

| 8ery. 
pecial 


e pro- 


jerein 


of any 
t (ex. 
) shall 
a ap- 


fA ana- 


rion XXII. Unrrep Morors Service WareHouse Distripuror’s 
AGREEMENT 


4 RE ROS DEPT 


exe Unitep Motors SERVICE Es) 
oy DIVISION OF GENERAL MOTORS CORPORATION OToOR! 


WAREHOUSE DISTRIBUTOR AGREEMENT 


This Agreement made in duplicate this day of 19 ; 
und between General Motors Corporation, United Motors Service Division, a Delaware 
poration, having its general offices at Detroit, Michigan, hereinafter called UMS (United Motors 


e), and 
Name 
\ddress 


1 (an) Corporation-Partnership-Individual, hereinafter called the WD (Warehouse Distributor); 


Witnesseth- 


VHEREAS, Warehouse Distributors are appointed by UMS as primary wholesale outlets for the 
e and distribution of United Motors Service lines of products; and 


WHEREAS, WD desires to be appointed by UMS as such a primary outlet on the United Motors 
Service line or lines of products designated below and will undertake to discharge all the obligations 
icident to such appointment; and 


VHEREAS, UMS is agreeable to such appointment; 

\V, THEREFORE, in consideration of the premises, UMS hereby appoints \WD a primary outlet 
\\ D agrees to represent UMS as a Warehouse Distributor under the terms and conditions here- 
ter set forth in this Agreement with respect to the following United Motors Service line or lines 
roducts indicated below by a check mark 8 


Classification 

(S-P-PS) AGREEMENT LINES 
1 €) Delco-Remy Electrical Parts 
20 }New Departure Ball Bearings 

(Hyatt Roller Bearings 
3 ©) AC Speedometers, Gauges and Parts 
4 © Harrison Radiators and Parts 
5 (©) Delco Shock Absorbers and Parts 
6 © Delco Electronic Parts 
7 ©) Delco Batteries and Parts 
8 ©) Guide Lamps and Parts 
9 0) Rochester Carburetors and Parts 
13 0) Harrison Thermostats 
16 ©) Packard Cable Products 
i7 0) Delco Hydraulic Brakes and Parts 
21 0) Delco Clocks and Parts 
22 0 Moraine Engine Bearings 
a2 Os aginaw Power Steering 
24 ©) Inlite Friction Material 
IPE OF The term “‘line’’ or “‘lines’’ as hereafter used in this Agreement shall be deemed 
AGREEMENT to refer only to the line or lines above designated by a check mark ® and the 


provisions of this Agreement are applicable only to such line or lines 
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PRICES AND 
TERMS OF} 
SALE 


SALES 
PROMOTION 
MATERIAL 


INVENTORY 
REQUIRED 


MONTHLY 
ORDERS 


NTORY 


K-UP 


INVE 
CHE( 


PERSONNEI 


SALES 
PROMOTION 


REGISTRATION 
O} 


DEALERS 


WARRANTY 
WORK 


SALES OF 
GENUINE 
UMS 
MATERIAL 


GENERAI 
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UMS AGREES: 


» sell to WD complete units, parts, equipment, accessories, and other m 
f each United Motors Service line designated above at the Warehouse Distr 
es issued by UMS and in effect at the time of shipment and subject 


ar UMS terms of pa 


i if 


I »vide WD with suitable signs, catalogs, price lists, printed forms and in 
ns ti ) vem le WD to promote sales and services on the lines covered 
greement with the understanding, however, that such material shall be app! 

and used by WD only to the extent that may be permitted by the law 


tate or jurisdiction wherein this Agreement is to be performed. 


WD AGREES: 


3. To maintain an inventory of the line or lines covered by this Agreement pr 
assorted as determined by the experience of UMS and the usual demands 
area served by the WD and adequate in quantity to constitute a normal sixty 
supply 


4. Toorder products from UMSat least once a month in standard package quantit 
and in sufficient quantity and variety for at least one month's normal needs an 
ooperate with UMS in the use of such order forms as UMS may supply. 


5. To permit UMS representatives to check WD's stock records and/or inven 
overing the material supplied by UMS in order to assist WD in maintaining in 
tories adequate in quantity and variety to supply the needs of the area serve 


WD 


6. To employ both inside and outside salesmen, to provide coverage of the mar 
and to train such salesmen to recommend the proper application and use of 
lines covered by this Agreement in order to effect the widest and best pos 


distribution thereof to the trade 


To suitably identify his place of business as a wholesale outlet of UMS; dis; 
his UMS merchandise prominently; instruct his salesmen to work with | 
representatives; participate in UMS merchandising and service campaigns when s 
requested by UMS; assist UMS in analyzing the territory potential and coverag 
report to UMS regularly on competitive conditions in W D's area and on any pro 

plaints; conform to all sales and service policies of UMS and promote in « 
way practicable the sale of the lines covered by this Agreement. 


8. To cooperate with United Motors Service in the registration as dealers of des 

able retailers and to make regular contacts with such retailers to build up am 

for the lines covered by this Agreement 

9. To cooperate with UMS in fulfilling the service and warranty obligati 
MS on the lines covered by this Agreement. 


To sell as genuine parts and genuine complete units for the lines design 
his Agreement, only material supplied by UMS or by the Manufacturers whose 


le-names are set forth in the “Agreement Lines” provision of this Agr 


rovide such other facilities and perform such other functions as are cust 
the trade for a Manufacturer's primary wholesaler 


iT IS MUTL — AGREED: 


2. That whenever UMS shall deliver to a common ¢ 
by WD, whether the particular common carrier shall have been de 
shipping or routing instructions of WD or not, UMS shall not be 
damages in shipment; and the common carrier to which such g 
{ is hereby declared to be the agent of WD. 


arrier any merc handise 

ignated int 
responsibie | 
lelays or 


lelivercc 





NATION 


NT 
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13. That this Agreement does not constitute WD the agent or legal representative 


of UMS for any purpose whatsoever and that WD is not granted any right or 
authority to assume or create any obligation, expressed or implied, in behalf of or 
n the name of UMS or to bind UMS in any manner or thing whatsoever 
4) That UMS only is entitled to the use of the words ‘‘United Mot 


and the Ur 


ors Service’ 
nited Motors Service emblems in connection with t 


> sale and service 
of units, parts, equipment, accessories and other materials covered by this 
Agreement and to te good will attached thereto and that WD shal! have the 
privilege of identifying his business with United Motors Service and shall 
enjoy the good will attached thereto only while this Agreement is in effect. 


B) That in the event of the termination of this Agreement for any reason 

or upon request of UMS, WD shall discontinue the use in any manner whatso- 
ever of the UMS name, signs, or any other reference whatsoever to UMS, 
ine luding any and all reference to the trade names and products designated in 
the ‘‘Agreement Lines’’ provision of this Agreement which would, in 
imply or intimate that WD, in the conduct of his busine ss, any ¢ 
or official position whatsoever with relation to UMS or the Man 
whose trade names are designated in the ““Agreement Lines 
Agreement or which might be likely 


any way 
ithorized 
iacturers 
yvision of this 
to lead to confusion or uncertainty or to 
deceive the public. If WD, after termination of this Agreement or upon request 
of UMS as aforesaid, shall refuse or neglect to perform the provisions of this 
subparagraph (B), WD shall reimburse UMS for all costs, attorneys’ fees and 
other expenses incurred by UMS in connection with legal action to require WD 
to comply therewith 


15. That this Agreement shall continue in full force and effect and govern all relations 
between the parties until terminated as hereinafter provided: 


A) Either party may terminate this Agreement, with or without cause, at any 
time by giving to the other party written notice of termination by registered 


mail or other means of delivery at least three (3) months prior to the effective 
date of such termination 


B) UMS may terminate this Agreement immediately without any notice 
whatsoever to WD in the event of 

1) Death, incapacity, or the removal, elimination, resignation or with- 
drawal from WD for any reason of the owner of or of any person owning a 
substantial interest in WD's business. 


> 


Any dispute, disagreement, or controversy between or among partners, 
managers, officers, or stockholders of WD which, in the opinion of UMS, 


may affect adversely the ownership, operation, management, business, 
yr interest of WD or UMS. 


3) Insolvency of WD; the filing of a voluntary petition in bankruptcy 


the filing of a petition to have WD declared bankrupt; the appointment 
f 


f a receiver or trustee for WD; the execution by WD of an assignment for 
the benefit of creditors; the conviction of WD or any prince 
or manager of WD of any crime which, in the opinior 
adversely the ownership, managerrent 
of WD or UMS 


pal, officer, 
1 of UMS, may affect 
operation business or interest 


in the event notice of termination has been given by either party 


to the 
MS shal 


| in no case be obligated to ship to WD in any one month for the 
jing three months more than the average of a pur¢ 


vases, by line, 
\VD for the six-month period immediate 


ly preceding the date of notice 
Atior 


That in the event notice of termination is given by either 
MS, at its option, may establish terms of cash with 
nts thereafter made by UMS to WD 


party to the other, 
order or )D on any and all 
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REPURCHASE 18. That in the event notice of termination of this Agreement is given to \ 
OF UMS in accordance with Paragraph 15(A) above, WD may return to UMS for 
PRODUCTS chase merchandise of any of the lines covered by this Agreement only with the 
UPON written consent of UMS, and in the event of such consent, the obligation of | 
TERMINATION repurchase such merchandise sold by it to WD shall be limited to 


A) The repurchase at the list prices less discount or at the net prices 
pon the date of notice of termination, less a 10°% handling charge, of 
parts or service units only invoiced to WD by UMS within the thirt 

ediately preceding the date of notice of termination 
h parts or service units are unused and undamaged and, if 
ms, are in the original container 


B) The repurchase of other service parts and service units on the sa 

is set forth in subparagraph (A) above in an amount equal only to tl 

WD would be privileged to return for credit under the inventory a 

plan of UMS in effect upon the date of notice of termination. UMS, u; 

quest of WD, will within thirty (30) days immediately following such re 
lvise WD of the amount of material which may be so returned 


D may return for credit or repurchase by UMS only such other 1 
nsuch terms as may be mutually agreed upon and authoriz 
EFFECT OF hat termination of this Agreement for any reason shall not release \\ 
TERMINATIO? t nt of any sum which may be then owing to UMS and any sun 
UPON noney owing UMS by WD on the date of notice of termination sha 
LIABILITIE tel) d payable 


s Agreement is to be governed by and construed 


f the State of Michigan. If, however, any provision herein in any wise contra 
he laws of any state or jurisdiction wherein this Agreement is to be perf 
1 provision shall be deemed not to be a part of this Agreement therein 


iccording to t 


That this Agreement constitutes a personal agreement and WD shall not t 
he same or any part hereof or right or obligation arising hereunder » 
onsent of UMS 


iis Agreement cancels and supersedes ‘all previous agreements, and 
tandings between the parties hereto pertaining to the purchase, sale of, or se: 
1 any and all United Motors Service lines and is the sole and only sales and service 
‘reement existing by and between the parties hereto with respect to such lines 
it this Agreement is entirely in printed form except for dates, names, places 
issifications and signatures; and that any variation or modification hereof sha 
ye established only by written agreement duly executed by both parties and atta 


hereto as a rider 


in Wiituess Whereof, the parties hereto have set their hands and seals effective as of 
ar first above wr 


itten 


day and ye 
For the WD For UMS: 


GENERAL MOTORS CORPORATION 
UNITED MOTORS SERVICE DIVISIO? 


Signature and Title Recommended by District Manager 


Approved by Zone Manager 
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EUCLID DIVISION 


General Motors Corporation 


Dealer 


Selling Agreement 


THIS AGREEMENT, made this day of - D. 195 


by and between EUCLID DIVISION, General Motors Corporation, hereinafter called “Seller,” and 


individual 
co-partnership of 


County 
a corporation 


hereinafter called “Dealer,” 


WITNESSETH: 


IN CONSIDERATION of the promises hereinafter made by the parties to each other, it is agreed 


as follows 


FIRST: Subject to the terms and conditions hereof, Seller will sell and Dealer will buy new 


EUCLID products, parts and accessories and Dealer shall have the obligation to develop properly 


the sale and servicing thereof in the following area: 
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OND: The terms and conditions set forth in the “Terms and Conditions—Dealer,” bearing 


ED-633, and Identification No. 55-2 , are hereby made a part hereof 


the same force and effect as if set forth at length herein. 


HIRD: This is a personal contract, being entered into in reliance upon and in consideration of the 


sonal qualifications of and representations with respect thereto of 


ntly), the Dealer, or partner(s) in the dealership, or representative(s) of the Dealer who 
ely and substantially participate(s) in the ownership and/or operation of the dealership. The 
jual or individuals designated shall be responsible for any act or omission of any of Dealer’s 
vents or employes which may be contrary to the purposes and objectives of this Agreement or the 
gations of Dealer hereunder. Dealer shall not transfer or assign nor attempt to transfer this 
reement or any right or obligation hereunder. Dealer shall not make nor suffer to be made any 


ange in the ownership, financial interests or active management of Dealer without the prior 


ritten approval of Seller. 


)URTH: This Agreement shall continue in force and govern all relations and transactions 
tween the parties hereto for a term commencing on the stated date of execution hereof and 
ring September 30, 1956. At the end of the stipulated term, this Agreement shall automatically 


rminate without notice or action on the part of either party unless sooner terminated as 


reinafter provided in Section 16. 


FIFTH: This Agreement is not valid until and unless executed by the General Manager or the 


Director of Sales of EUCLID DIVISION, General Motors Corporation. 





4414 STUDY OF THE ANTITRUST LAWS 


IN WITNESS WHEREOF, the parties hereto have executed this Agreement in duplicate the day 


and year first above written. 


EUCLID DIVISION 
General Motors Corporation 


Firm Name 


Town and State 


Witness 


(If executed by a representative of Dealer, title such as President, Partner, etc., must be indicated 


If Dealer is a corporation, show state in which incorporated: 


(Name of Dealer’s Bank) (City) (State) 
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Form No. ED-633 


ED IN U. 8. A. 


4415 


Identification No. 55-2- 127 


EUCLID DIVISION 


General Motors Corporation 


Terms and Conditions 


Dealer 


The following Terms and Conditions have by reference been incorporated in and made a part of the 


EUCLID Dealer Selling Agreement which shall apply to and govern all transactions, dealings, and 


elations between the parties: 


SELLING RIGHTS, TERMS AND CONDITIONS OF SALE 


1. Definitions 


e various terms used in this Agreement have 


he following meanings: 


(a) The word “product” or “products” includes 
machines and unit equipment with attachments 
und/or optional equipment manufactured by or 
for Seller. 

b) “Genuine EUCLID parts” means parts 
manufactured by or for Seller designed for use 
m EUCLID products and distributed by Seller 
9 any Division or Subsidiary of General Motors 


Corporation. 


“Genuine EUCLID accessories” and the 
words “accessories” and “optional equipment” 
without other description mean those items of 
equipment suitable for attachment to and/or 
peration with EUCLID products, but not con- 
sidered by Seller as essential to the normal 
operation of said products, and distributed by 
Seller or any Division or Subsidiary of General 


Motors Corporation. 


2. Dealer’s Selling Privilege 


While this Agreement shall be and remain in 
effect, Dealer shall have the non-exclusive priv- 
ilege of selling new EUCLID products and parts 
subject to the provisions hereof. 


3. Handling of Dealer’s Orders 


A. Monthly Report of Stock, 
Sales and Requirements 


Dealer will furnish Seller for its general guidance 
by the tenth day of each month with a report, on 
standard forms supplied by Seller, showing 
Dealer’s sales to customers of new and used 
EUCLID products during the preceding one-month 
period, the new products then in stock, the unfilled 
orders then on hand, and an estimate of his 
requirements of new products for the four (4) 
calendar months, next following, each month’s 
estimate to be shown separately. 


B. Orders 


All orders for products, parts, accessories and 
optional equipment will be subject to acceptance 





4416 STUDY OF THE 


by Seller at Cleveland, Ohio. Seller may refuse 
to accept any order for any cause it may deem to 
be sufficient. After acceptance no order may be 


cancelled by Dealer without the written consent 


of the Seller. No change in product specifications 
will be accepted by Seller within thirty (30) days 


of scheduled shipping date. 


Failure to Fill Orders 


Seller shall not be liable for failure or delay in 
filling orders of Dealer where such failure or delay 
is due, in whole or in part, to any cause beyond 
Seller's control or to any material, labor, trans- 
portation, or utility shortage or curtailment or to 
any labor trouble in the plants of Seller or its 
suppliers or where delivery is prohibited, pre- 
vented or delayed, whether or not arising out of 
Seller’s fault, and Dealer hereby releases and dis- 
charges Seller from any and all liability for any 
and all damages and losses arising from the failure 


of Seller to fill any orders placed hereunder. 


4. Shipments 
A. Mode of Shipment 


Seller has the right to ship all EUCLID products 
or parts purchased by Dealer hereunder by what- 
ever mode of transportation and from whatever 
point it may select. However, Seller will endeavor, 
wherever practicable, to follow Dealer’s requests 


with regard to routing. 


B. Responsibility for Shipments 


The common carrier to which Seller shall deliver 
goods for shipment to Dealer is hereby declared 
to be the agent of Dealer and Seller shall not be 
responsible for any delays or damages in shipment 
of goods ordered by Dealer whether or not the 
common carrier used shall have been designated 


in the shipping and routing instructions of Dealer. 


C. Liability for Demurrage 


Dealer shall be responsible for and shall pay any 
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and all charges for demurrage, storage, or oth: 
charges accruing after arrival of any shipmen: 


at destination. 


D. Diversion 


If diversions are made upon Dealer’s request 
as a result of Dealer's failure or refusal, for a; 
reason, to accept EUCLID products or parts t} 
may be shipped to Dealer on Dealer’s orders 
Dealer will assume responsibility for and pay ¢} 
additional charges and expenses incident to suct 


diversion. 


5. Payment by Dealer 


Dealer shall pay to Seller upon each shipment 

new EUCLID products, parts and accessories the 
Dealer prices and on the terms in effect at the 
time of such shipment as set forth in the then 
current EUCLID Dealer Price and Discount List 
issued by Seller. All prices, terms, and discounts 


are subject to change without notice. 


The amount of any present or future sales or 
other tax, duty, charge, or fee, Federal, State, or 
municipal, which Seller now or hereafter sha 
be required to pay either on its own behalf or on 
behalf of the purchaser, or otherwise, with respect 
to EUCLID products or parts purchased hereunder 
shall, unless such prices are expressly stated to 
be inclusive of such tax, be added to the prices 
specified herein to be paid by the Dealer in the 
same manner and with the same effect as if 


originally added to such prices. 


6. Change in Pricing 


A. Seller's Rights 


Seller has the right, at any time, to change prices 
discounts, terms and provisions affecting any of 
its products, parts or accessories and to issue new 


applicable Price and Discount Lists or bulletins 
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Seller changes prices, discounts, terms and 
ns, such changed prices, discounts, terms 
visions shall apply to all products, parts or 
ies ordered by Dealer and unshipped by 


{ the time that the same are made effective 


Price Increases 


hall give written notice to Dealer of any 
increasing the price to be paid by Dealer 
shipping any product to which such change 
ble. Upon receipt of such notice, Dealer 

| orders or parts thereof for products 
such change applies, provided written 
f cancellation is delivered to Seller within 
days after receipt by Dealer of Seller's 
Failure to cancel within the time specified 
onstitute a confirmation of all unshipped 


for delivery in accordance with said change. 


rice Reductions 


ler reduces the list price of any of its current 
products, Seller will refund or credit an 

ice to Dealer on all new and unsold products 

ich current model purchased from Seller 

i for by Dealer during the sixty (60) days 
ediately preceding the date of such reduction 
rried in Dealer's stock as new and unsold at 

ne such reduction is made, an amount equal 
lifference between the price Dealer shall 
paid for any such products and the reduced 
then payable for the same. The refund 

Iso be made, upon any product purchased 
Seller during the 60 days immediately pre- 
ng the date of such reduction and used by 
for demonstrating purposes with approval 
Seller, providing the demonstrator has not been 
ed or sold during that period. All claims for 
efunds must be made by Dealer in writing 

n twenty (20) days from the date that such 
tion becomes effective, and must be sup- 
ted by evidence establishing to Seller's satis 
ym that Dealer is entitled to the refund 
med. In the case of products purchased by 


under a title retaining instrument, Seller 
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reserves the right to pay such difference in price 


to the holder of such instrument. 


D. New or Different Products 


In the event that Seller produces or manufactures 
at any time a product new or different in any 
respect from products previously or currently 
being manufactured, Dealer shall not thereby have 
a claim for any refund upon any product previously 
purchased by him under this Agreement, whether 
or not the price or value of products previously 
manufactured by Seller is affected thereby, except 
as and to the extent otherwise provided in this 


(Agreement. 


7. Change of Models and Designs 


Seller expressly reserves the right to change or 
discontinue any model, size, type or class of 
EUCLID products at any time without notice or 
obligation to Dealer. Seller also reserves the right 
to change the design, processes or specifications 
of any EUCLID products at any time without 
incurring any obligation to change in the same 
or any other manner any products previously 
manufactured or sold or being manufactured or 
sold in accordance with orders of Dealer; nor shall 
Seller be obligated to install on any product sub- 
sequently manufactured or sold any part or acces- 
sory which has been changed therein or omitted 


therefrom. 


8. Warranty 


There are ho warranties, expressed or implied, 
made by Seller to Dealer on the EUCLID products 
or parts furnished hereunder except to the 
extent comprehended in the following EUCLID 


Warranty: 


“The Manufacturer warrants each new EUCLID 
product or part manufactured by it and sold 
hereunder, exclusive of tires, conveyor belts, 
engines of other than General Motors make, 
and accessories, all of which are or may be the 


subject of guarantees of the makers thereof, 
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to be free from defects in material and work- 
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manship under normal use and service, its obli- 
gation under this warranty being limited to 
making good at its factory, or at some other 
place designated by the Manufacturer, any part 
or parts thereof which shall within ninety (90) 
days after delivery of said product or part to the 
original purchaser, be returned to it with trans- 


portation charges prepaid and which its exami- 
nation shall disclose to its satisfaction to have 
been thus defective; this warranty being ex- 
pressly in lieu of all other warranties, expressed 
or implied, and all other obligations or liabilities 
on its part, and it neither assumes nor author- 
izes any other person to assume for it any other 
liabilities in connection with the sale of its 


products or parts. 


“This warranty shall not apply to any 
EUCLID product or part which shall have been 
repaired or altered outside of the Manufac- 
turer’s factory or by other than authorized 
EUCLID dealers in any way so as, in Manufac- 
turer’s judgment, to affect the stability or re- 
liability of such equipment; nor to any EUCLID 
product or part which has been subject to 
misuse, negligence, or accident; nor to EUCLID 
products which have been loaded beyond the 
Manufacturer's rated load capacity. 


“The Manufacturer’s warranty does not obli- 
gate it to bear the cost of labor in replacement 


of defective parts.” 


9. Parts and Accessories 
A. Selling Rights 


Seller hereby grants to Dealer the non-exclusive 
right to sell new genuine EUCLID parts and ac- 
cessories and Seller will sell such parts and acces- 
sories to Dealer directly or through designated 


parts warehouse. 


B. Return of Defective Parts 


and Accessories 


After receiving specific authorization from Selle: 


THE 
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Dealer may return to Seller for repair or cre 
defective EUCLID parts and accessories purchase: 
direct from Seller. Credit on defective parts and 
accessories will be at the then current dealer n¢ 
price of such parts and accessories plus ten percent 
(10%), such parts and accessories to be shipped 
transportation charges prepaid to the destination 
specified by Seller, accompanied by appropriate 
forms provided by Seller. Dealer will be re. 
imbursed for transportation charges prepaid by 
him on authorized shipments of defective parts and 
accessories made hereunder. 


C. Return of Inactive Parts 


In the event Dealer develops an inactive stock 
of genuine EUCLID parts, or for any other reason 
desires to liquidate a portion of his parts stock, 
Dealer may submit to Seller a list of those paris, 
in good condition and unused, which he desires 
to return for credit. Seller shall, as promptly 
as possible, notify Dealer as to the parts, if any, 
on said list which Seller will accept and the price 
at which same will be accepted. Thereupon Dealer 
may ship to the destination specified by Seller, 
transportation charges prepaid, the parts which 
Seller has agreed to accept. 


D. Right to Return Parts and Accessories 
Within Thirty Days 


Dealer may return any new EUCLID parts and 


accessories purchased hereunder, which are in 
good condition and unused, for credit within thirty 
(30) days after receipt thereof by Dealer, such 
parts and accessories to be shipped to the desti- 
nation specified by Seller, transportation charges 
prepaid. Credit thereon will be at Dealer’s net 


prices. 


Dealer, however, will not be entitled to return 
materials which are acquired or fabricated spe- 
cially by Seller upon Dealer’s order for a particular 
parts order or product, including unlisted parts 
or assemblies. 
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OPERATING REQUIREMENTS 


10. Satisfactory Sale of EUCLID 


Products, Parts and Accessories 


ealer shall properly develop to Seller’s satis- 
faction the sale of new EUCLID products, parts 
and accessories in the area described in Paragraph 


First 


11. Satisfactory Place of Business 


ealer shall maintain such places of business 
cluding salesrooms, parts and service facili- 
es as may be satisfactory to Seller and will 
naintain the business hours customary in the 
ide. Seller will have the right at all reasonable 
mes in business hours to inspect such places of 
business and to inspect all records and accounts 
Dealer relating to the sale and servicing of 
EUCLID products, parts and accessories. 


Dealer will not move to, establish or discontinue 
any outlet, branch sales office, branch service 
tation or place of business without the prior 

tten consent of Seller. 


12. Financial and Operating 


Statements 


Dealer shall furnish at the close of each calendar 
year and at any other time ai the Seller’s request 
such financial and operating statements as the 
Seller may reasonably require. Dealer shall also 
furnish any other information regarding the 
Dealer’s business that may be reasonably required 


y the Seller. 


13. Care of Owner 


Recognizing the importance of owner goodwill, 
Dealer will furnish prompt and satisfactory 
service at reasonable cost to owners of EUCLID 
products located in the area of Dealer’s servicing 


responsibility in the following particulars: 


72 O—56——-38 


A. Dealer's Facilities 


Dealer shall maintain an efficient and orderly de 
livery and service department or departments, in- 
cluding adequate service tools, a stock or stocks 
of repair and replacement parts, and engineering 
facilities acceptable to Seller, adequate, in the opi- 
nion of Seller, to provide proper servicing of all 
EUCLID products in the area described in Para- 
graph First of this Agreement. 


B. Special Tools 


Dealer shall buy such special tools developed or 
approved by Seller as Seller shall deem necessary 
for Dealer to render proper service to owners. 


C. Owner’s Service Policy 


Dealer will execute and deliver to each purchaser 
of a new EUCLID product from Dealer, an 
“Owner’s Service Policy,” on forms furnished by 
Seller as amended from time to time. Dealer will 
perform and fulfill all the terms and conditions of 
any EUCLID “Owner’s Service Policy” for 
EUCLID products located in the area described in 
Paragraph First of this Agreement. Seller will 
remit to Dealer for the performance of such serv- 
ices under the “Owner’s Service Policy” such fees 
as described in the current Dealer Price and 
Discount List. 


D. Dealer's Employes 


Dealer shall maintain a sales and service organ- 
ization satisfactory to Seller. When requested to 
do so by Seller, Dealer at his own expense shall 
send his sales and service employes to Cleveland, 
Ohio, or to some other convenient point designated 
by Seller to receive instructions in the sale, appli- 
cation and servicing of EUCLID products, parts 
and accessories, 


E. Representation as to Parts 


In order to protect the goodwill of customers 
toward Seller and its products, Dealer will not 
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sell or offer for sale or use in the installation or 
EUCLID 


EUCLID parts any 


repair of products as genuine new 
parts which are not in fact 
genuine 


new EUCLID parts as defined in sub- 


section (b) of Section 1 of this Agreement 


F. Performance Standards 


and Responsibility 


Dealer in making deliveries of EUCLID products 
and in servicing the same shall perform all instal- 
lation and service work in a good and workmanlike 
manner so as to meet all requirements of govern- 
mental authorities, and Dealer shall assume all 
expense or liability incidental to meeting such 


requirements. 


Seller may at its option furnish consulting field 
service in line with Seller’s current practice, but 
in such event Dealer shall nevertheless have full 


responsibility as aforesaid. 


G. Warranty Adjustments 


Dealer will replace any defective part or parts 
as comprehended under the warranty set forth 
in Section 8 hereof on EUCLID products or parts 
sold by Dealer without expense to the purchasers 
thereof and Seller will, if the replaced part is 
returned to and found by Seller to be defective, 
pay or credit to Dealer an amount equal to the 
then current dealer net price of such part or parts 


plus ten percent (10%). 


H. User's Records 


Dealer shall set up and maintain on forms 


approved by Seller a complete user’s delivery 


and service history record on each new and used 
EUCLID product sold and/or serviced by Dealer; 
and in the event of termination of this Agreement 
Seller shall have the right to make and retain for 
any purpose whatsoever complete copies of such 


records. In the event that any new or used 


EUCLID products sold or serviced by Dealer are 


delivered to a different area or are moved from 


the area described in Paragraph First of this 


Agreement into another area, Dealer will imme- 
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diately notify both Seller and the dealer opera 
in such other area and furnish each with a co, 
any 


existing service history record of 


products. 


I. Customer Relationship 


Dealer will make every reasonable effort to satis, 
owners of EUCLID products and to that end 
Dealer will establish regular contact, both by 
respondence and personal interview, with 
owners or purchasers. All complaints received } 
Dealer which cannot be readily remedied sha! 


promptly reported to Seller with the name of 


owner making same. 


J. Seller’s Goodwill 


Dealer will make every reasonable effort to pro 


mote the goodwill of Seller and Seller’s product 


14. Signs 


Dealer will purchase, erect and maintain at his 
own expense such signs as are necessary to adver 
tise his business properly on a basis mutually 


satisfactory to both Seller and Dealer. 


15. EUCLID Name and 
Trade-Marks 


A. Seller’s Exclusive Rights 


Seller is entitled to the use of the word “EUCLID 
and the EUCLID trade-mark or trade-marks, in 
cluding the distinctive outlines or forms thereof 
and of the goodwill attached thereto. The word 
“EUCLID” and the EUCLID trade-mark including 
the distinctive outlines thereof may be used in or 
in connection with the name under which Dealer's 
business is conducted only with the written ap 
proval of the Seller. 


B. Discontinuance of Use 


Upon Termination 


If the word “EUCLID” is used in the name under 
which Dealer’s business is conducted or the word 
“EUCLID” or any EUCLID trade-mark, including 





rec 


STUDY OF THE 


listinctive outline or form thereof, is used 
sign or advertising displayed in any way by 
Dealer will, upon termination of this 
ment, or upon the request of Seller, dis 
the use of the same. Thereafter Dealer 
ise, either directly or indirectly, in con- 
vith any business, any EUCLID trade- 
the distinctive outline or form thereof, 
word 


EUCLID” or any other name, title, 


xpression or mark so nearly resembling the same 


ye likely to lead to confusion or uncertainty 


deceive the public. If Dealer is a corporation 


TERMINATION 


16. Termination 
Termination by Dealer 


r may terminate this Agreement by written 
of termination delivered to Seller, such 
mination to be effective one (1) month after 


eipt by Seller of such notice. 


Termination for Cause 


If Seller or Dealer requires a license for the 
performance of any obligation hereunder or in 
onnection herewith in any state or jurisdiction 
where this Agreement is to be performed, then 
and in such event if either of the parties shall 
fail to secure or maintain a license or renewal 
thereof or if such license shall be suspended 
or revoked, irrespective of the cause or reason 

erefor, either party may immediately termi- 
nate this Agreement and all orders theretofore 
given to Seller and not delivered, by giving to 
he other written notice of 


party such 


ermination. 


If Dealer does not conduct his business in 
iccordance with any requirement set forth in 
Sections 10 to 13 inclusive to the satisfaction 
»f Seller, Seller may terminate this Agreement 


giving to Dealer written notice of termina- 
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in whose corporate name the word “EUCLID” is 


used, Dealer will promptly have the corporate 


name changed, eliminating said words therefrom. 


C. Dealer’s Responsibility for Failure 


to Discontinue Use 


If Dealer, after termination of this Agreement, 
shall refuse or neglect to keep and perform the 
provisions of subsection B of this Section 15, 
Dealer shall reimburse Seller for all costs, attor 
neys’ fees and other expenses incurred by Seller 
in connection with legal action to require Dealer 


to comply with such provisions. 


OF AGREEMENT 


tion to be effective three (3) months after 
receipt thereof. 


(3) Seller may terminate this Agreement imme- 
diately by delivering to Dealer or his repre- 
sentative written notice of such termination 
in the event of the happening of any of the 
following: 


a. Death, incapacity, or the removal, resig- 
nation, withdrawal, or elimination from the 
dealership for any reason of Dealer of any 
person named in Paragraph Third of this 
Agreement. 


b. Any attempted transfer or assignment of 
this Agreement or any right or obligation 


hereunder. 


c. Any sale, transfer, relinquishment, volun- 
tary or involuntary, by operation of law or 
otherwise, of any interest in the direct or 
indirect ownership or active management of 
the dealership, without prior written approval 
of Seller. 


d. Any dispute, disagreement, or controversy 
between or among principals, partners, man- 
agers, officers or stockholders of Dealer which, 
in the opinion of Seller, may adversely affect 
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the ownership, operation, management, busi- 
ness or interest of Dealer, dealership, or 


Seller. 
e. Insolvency of Dealer: 


Filing of a voluntary petition in bankruptcy 
by Dealer; 


Filing of a petition to have Dealer declared 
bankrupt, provided it is not vacated within 
thirty (30) days from date of filing; 


Appointment of a receiver or trustee for 
Dealer, provided such appointment is not va- 
cated within thirty (30) days from the date 


of such appointment; 


Execution by Dealer of an assignment for 


the benefit of creditors. 


f. Conviction of Dealer or any principal 
officer, principal stockholder or manager of 
Dealer or any partner in dealership of any 
crime which, in the opinion of Seller, may 
adversely affect the goodwill or interest of 


Dealer, dealership or Seller. 


g. Failure of Dealer to maintain dealership 
operation as a going business, open during 
customary business hours, for seven consecu- 
tive business days, provided such failure is 
not due to causes beyond Dealer’s control and 
is without Dealer’s fault or negligence. 


17. Transactions After Termination 


A. Dealer’s Obligations 


Any termination of this Agreement shall not 
release Dealer from the obligation to pay any 
sum which may then be owing Seller, or from 
the obligation to pay for any special product or 
equipment which may have been ordered by 
Dealer and not shipped by Seller prior to such 


termination. 


B. Dealer’s Orders 


Seller will use its best efforts to furnish Dealer 
with sufficient EUCLID products to fill his bona 
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fide orders backed by firm orders from end ug¢ 
customers which have been accepted by the Seller 
prior to the date of termination. Normajly 
Dealer’s orders for stock will not be honored 
Nevertheless, Seller will not in any event {jj 
orders of the Dealer calling for delivery of 
products later than three (3) months after the 
effective date of termination or which, in any 
event, are in excess of one-fourth ('%) of the 
number of new machines delivered to Dealer by 
Seller during the twelve (12) months preceding 


the effective date of such termination. 


The acceptance of orders from Dealer or the 
continuance of sale of products to Dealer or any 
other act of Seller after termination of this Agree 
ment shall not be construed as a renewal of this 
Agreement for any further term nor as a waiver 
of the termination. 


18. Seller’s Right to Repurchase 
When Agreement Is 


Terminated 
In the event of termination of this Agreement 


A. Seller will purchase from Dealer and Dealer 
will sell to Seller: 


(1) All new, unused and undamaged EUCLID 
products purchased from Seller during the pre 
ceding twelve (12) months and on hand in 
Dealer’s place of business or in Dealer’s pos 
session at Dealer's net cost, including the trans 
charges which Dealer paid for 
shipment of such products to his dealership 
destination point. 


portation 


(2) All unused and undamaged genuine 
EUCLID parts in good condition purchased 
direct from Seller, and not deemed by Seller to 
be obsolete, and on hand in Dealer's place of 
business or in Dealer's possession at Dealer's 
net cost. At his own expense Dealer shal! 
properly prepare for shipment, box and crate 
such parts and ship to such point as Seller may 


designate FOB Dealer's place of business. 
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Dealer shall on or before the date of termi- 
ation if such termination is effected upon prior 
tice. or within thirty (30) days after the date 

termination if such termination is effected 
ithout prior notice, furnish Seller with a list 
f the EUCLID products and parts aforesaid. 


Upon demand and tender by Seller of the 
urchase price determined as aforesaid, Dealer 


il] deliver such goods to Seller promptly in ac- 
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cordance with Seller’s instructions, F.0.B. Dealer's 
place of business. 


D. Dealer shall execute and deliver to Seller in- 
struments satisfactory to Seller, conveying title 
to the aforesaid property. If such property is 
subject to lien or charge of any kind Dealer will 
procure the discharge and satisfaction of such 
lien or charge prior to the repurchase of such 
property by Seller. 


GENERAL PROVISIONS 


19. Dealer Not Made Agent or 
Legal Representative of Seller 


This Agreement of which these Terms and Con- 
jitions are a part does not constitute Dealer the 
or legal representative of Seller for any 
purpose whatsoever. Dealer is not granted any 
express or implied right or authority to assume 
r to create any obligation or responsibility in 
if of or in the name of Seller or to bind 


Seller in any manner or thing whatsoever. 


20. Responsibility for Dealer’s 


Commitments 


r shall be solely responsible for any and all 
igations or liabilities incurred or assumed by 
him in the performance of this Agreement and 
Seller will not be held responsible in any manner 
herefor, irrespective of any suggestion or recom- 
mendation with respect thereto by Seller or any 
if its employes or representatives unless Seller 
has agreed to assume the responsibility, either in 
whole or in part, by written agreement executed 
s General Manager or its Director of Sales, 
except insofar as it is specifically provided other- 


wise in this Agreement. 


21. Local Taxes 


Dealer hereby certifies that all EUCLID products, 


ris, accessories and items similar thereto 


purchased from Seller are for resale in the course 
of Dealer’s business. Dealer further certifies that 
he has obtained any license required to collect 
sales or use taxes incurred in any such resale 
transactions, the number, if any, of such license 
has been or will be furnished to Seller. Dealer 
agrees, as to any such EUCLID products, parts, 
accessories or items similar thereto which are 
withdrawn from stock and put to a taxable use in 
lieu of or prior to resale, and as to any tangible 
property which Dealer purchases for use and not 
for resale, to pay directly to the appropriate taxing 
authority any sales, use or similar taxes incurred 
by such use or purchase, to file any tax returns 
required in connection therewith, and to hold 
Seller harmless from any claims or demands made 


by such taxing authority with respect thereto. 


22. Notices 


Any notice required to be given by either party 
to the other hereunder or in connection herewith 
shall be in writing and delivered personally or 
by mail. Notices to Dealer shall be directed to 
Dealer or his representative at Dealer’s place of 
business; notices to Seller shall be directed to the 
Director of Sales, EUCLID Division, General 
Motors Corporation, at Cleveland 17, Ohio. No- 
tices given by mail shall be effective as of the date 
of mailing; notices delivered personally shall be 


effective as of the date of delivery. 
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23. No Implied Waivers 


rhe failure of either party at any time to require 
performance by the other party of any provision 
hereof shall in no way affect the full right to 
require such performance at any time thereafter. 
Nor shall the waiver by either party of a breach 
of any provision of this Agreement constitute a 
waiver of any succeeding breach of the same or 
any other such provision nor constitute a waiver 


of the provision itself. 


24. Applicable Law 


This Agreement is to be governed by and 


construed according to the laws of the State of 
Ohio. If, however, any provision herein in anywise 
contravenes the laws of any state, territory, or 
where this 


jurisdiction is to be 


Agreement 
performed, such provision shall be deemed not to 


be a part of this Agreement therein. 


25. Sole Agreement of Parties 


There are no other agreements or understandings 
either oral or in writing between the parties 
affecting this Agreement or relating to the sale or 


servicing of EUCLID products, parts or accesso- 
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ries. This Agreement cancels and supersedes 


previous agreements between the parties. 


This Agreement shall be binding upon Sel\ 
when signed by the General Manager or Directo; 
of Sales of Seller. However, no change in, addition 
to, or erasure of, any printed portion of this 
Agreement (except the filling in of blank lines 
shall be valid or binding upon Seller unless jt ; 
expressly declared to be a modification of th 
Agreement and is approved as such in writing 
by the General Manager or Director of Sales 


Seller. 


No agreement between the parties which is a‘ 
variance with any of the provisions of this Agree 
ment or which imposes definite obligations upon 
either party not specifically imposed by this 
Agreement or which is intended to be effective o; 
performed following the expiration or other ter 
mination of this Agreement and imposes obliga 
tions or extends the time for performance thereo! 
other than as provided in this Agreement shall be 
binding upon either party unless executed by 
Dealer and the General Manager or Director of 


Sales of Seller. 
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Form No. GSD-201-A-Chevrolet-55 
U.S.A. 22M 


CHEVROLET MOTOR DIVISION 


GENERAL MOTORS CORPORATION 


Direct Dealer 


Selling Agreement 


THIS AGREEMENT, effective the first day of November, A. D. 1955, by and between 


Chevrolet Motor Division—General Motors Corporation, hereinafter called Seller, and 


an ( individual 
or ¢ co-partnership of 5 = 
County 
a corporation 
hereinafter called Dealer, 
WITNESSETH: 
IN CONSIDERATION of the promises hereinafter made by the parties to each other, it is 


agreed as follows: 


FIRST 


Subject to the terms and conditions hereof, Seller will sell and Dealer will buy Chevrolet 


motor vehicles and chassis and Dealer shall have the obligation to develop properly the sale 


thereof particularly in the following area: 
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OND: The terms and conditions set forth in the attached “Terms and Conditions— Direct 
bearing Form No. GSD-202-Chevrolet-55 and Identification No. 55- 


made a part of this Agreement with the same force and effect as if set forth at length 


[his is a personal contract, being entered into in reliance upon and in consideration 


ersonal qualifications of and representations with respect thereto of 


the Dealer, or partner(s) in the dealership, or representative(s) of the Dealer who 


ind substantially participate(s) in the ownership and/or operation of the dealership. 


vidual or individuals designated shall be responsible for any act or omission of any of 
agents or employes which may be contrary to the purposes and objectives of this Agree- 
the obligations of Dealer hereunder. Dealer shall not transfer or assign nor attempt to 

this Agreement or any right or obligation hereunder. Dealer shall not make nor suffer 
; 


ade any change in the ownership, financial interests or active management of Dealer 


the prior written approval of Seller. 


KTH: This Agreement shall continue in force and govern all relations and transactions 
en the parties for a term commencing November 1, 1955, and expiring October 31, 1956, 
vided, however, that this Agreement shall not become effective and shall be automatically 


led and terminated in the event that any other Selling Agreement in effect between the 
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parties is terminated prior to the commencement of the term of this Agreement for any r: 
other than the expiration of the term of such other Selling Agreement. At the end of the stipu 
term, this Agreement shall automatically terminate without notice or action on the 
either party unless sooner terminated as hereinafter provided in Section 25. 

FIFTH: This Agreement is not valid until and unless it bears the facsimile signature 
General Sales Manager and is countersigned by an Assistant General Sales Manager, a Re 
Manager, an Assistant Regional Manager, or Zone Manager of the Chevrolet Motor Divis 


General Motors Corporation. 


IN WITNESS WHEREOF, the parties hereto have executed this Agreement in duplicate a 


the day and year first above written. 


CHEVROLET MOTOR DIVISION 
General Motors Corporation 


Dealer VELL 


Firm Name General Sales Manager 


Officer of firm and Title Zone Manager 


Officer of firm and Title 


l'own and State 


Witness: 


If executed by a representative of Dealer, title such as President, Partner, etc., must be ind 


cated. 


If Dealer is a corporation, show State in which incorporated: 
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GSD-2¢.-B-Chevrolet-55 


CHEVROLET MOTOR DIVISION 


GENERAL MOTORS CORPORATION 


Direct Dealer 


Selling Agreement 


AGREEMENT, made this day of , A. D. 19 


{ between Chevrolet Motor Division—General Motors Corporation, hereinafter called 


and 


lividual 
partnership of 


| County 


orporation 


ifter called Dealer, 
WITNESSETH: 
ONSIDERATION of the promises hereinafter made by the parties to each other, it is 


is follows: 


‘ST: Subject to the terms and conditions hereof, Seller will sell and Dealer will buy Chevrolet 
vehicles and chassis and Dealer shall have the obligation to develop properly the sale 


{ particularly in the following area: 
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SECOND: The terms and conditions set forth in the attached “Terms and Conditions—J)jr.,, 


Dealer”, bearing Form No. GSD-202-Chevrolet-55 and Identification No. 55- 


are hereby made a part of this Agreement with the same force and effect as if set forth at lengt), 


herein. 


PHIRD: This is a personal contract, being entered into in reliance upon and in considerat; 


of the personal qualifications of and representations with respect thereto of ____ 


jointly), the Dealer, or partner(s) in the dealership, or representative(s) of the Dealer \ 
actively and substantially participate(s) in the ownership and/or operation of the dealershiy 
lhe individual or individuals designated shall be responsible for any act or omission of any 


Dealer’s agents or employes which may be contrary to the purposes and objectives of this Agree. 


ment or the obligations of Dealer hereunder. Dealer shall not transfer or assign nor atté mpt t 


transfer this Agreement or any right or obligation hereunder. Dealer shall not make nor suffe; 
to be made any change in the ownership, financial interests or active management of Dealer 


without the prior written approval of Seller. 
FOURTH: This Agreement shall continue in force and govern all relations and transactions 
between the parties for a term commencing on the stated date of execution hereof and expiring 
October 31, 1956. At the end of the stipulated term, this Agreement shall automatically terminate 


without notice or action on the part of either party unless sooner terminated as hereinafter pro- 


vided in Section 25. 
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This Agreement is not valid until and unless it bears the facsimile signature of the 
Sales Manager and is countersigned by an Assistant General Sales Manager, a Regional 


in Assistant Regional Manager, or Zone Manager of the Chevrolet Motor Division— 
Motors Corporation. 


[NESS WHEREOF, the parties hereto have executed this Agreement in duplicate the 
i year first above written. 


CHEVROLET MOTOR DIVISION 
General Motors Corporation 


Firm Name General Sales Manager 


laine rei teats: ~ ae 
Officer of firm and Title 





Zone Manager 





e Officer of firm and Title 


a 


Witness: 


executed by a representative of Dealer, title such as President, Partner, etc., must be indi- 


Dealer is a corporation, show State in which incorporated: 
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-202-Chevrolet-55 


‘ 


~ ec 


Form No. GSD 


SA 
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Identification No. 55 - 11676 


CHEVROLET MOTOR DIVISION 


GENERAL 


MOTORS 


CORPORATION 


Terms and Conditions 


Direct Dealer 


The following Terms and Conditions have by reference been incorporated in and made a part 


Selling Agreement which shall apply to and govern all transactions, dealings and relations betwee; 


the parties: 


SELLING RIGHTS, TERMS AND CONDITIONS OF SALE 


1. Dealer’s Selling Privilege 
While this Agreement shall be and remain in 
effect, Dealer shall have the non-exclusive 
privilege of selling new Chevrolet motor vehicles 
and chassis and the non-exclusive privilege of 
using the word “Chevrolet” and the Chevrolet 
trade-mark or trade-marks, including the dis- 
tinctive outline or form thereof, as applied to 
Chevrolet motor vehicles and chassis, parts and 


accessories. 


2. Handling of Dealer’s Orders 


4. Three Months’ Estimate of Require- 
ments 


Dealer will, unless otherwise advised by Seller, 
furnish Seller for its general guidance every 
month, on the date specified by Seller, an 
estimate, on forms provided by Seller, of his 
requirements of new Chevrolet motor vehicles 
and chassis for the three (3) calendar months 
next following, each month’s estimate to be 


shown separately. 


B. Ten-Day Report 

In order to permit Seller to keep its purchases 
of raw materials and the production and distr 
bution of Chevrolet motor vehicles and chass\s 
in line with retail sales, Dealer will furnis 
Seller, every ten (10) days, with a report know 
as the “Ten-Day Report” on standard forms 
supplied by Seller. Such report shall show retail 
sales of both new and used cars made during 
said period, new and used car stocks, and un 


filled orders on hand at the end of said period 


C. Orders 

Dealer, at mutually satisfactory periods, sha 
submit orders for Chevrolet motor vehicles 
chassis upon order forms supplied by Sel 
Orders for any standard products not shij 
during the month for which delivery was scl 
uled will remain in effect unless cancelled 
whole or in part by either party upon writ! 
notice to the other. However, orders for specia 
motor vehicles and chassis may be cancelle 


only by Seller. 
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motor vehicle or chassis which differs in 
y from the standard specifications adopt- 
Seller or special equipment of any type 


be considered “special”’. 


Failure to Fill Orders 
r shall not be liable for failure or delay in 
, orders of Dealer where such failure or 
is due, in whole or in part, to any cause 
| Seller’s control or to any material, labor, 
ortation, or utility shortage or curtail- 
r to any labor trouble in the plants of 
r or its suppliers or where delivery is pro- 
ited, prevented or delayed, whether or not 
ng out of Seller’s fault, and Dealer hereby 
ises and discharges Seller from any and all 
ity for any and all damages and losses aris- 
: from the failure of Seller to fill any orders 


ed hereunder. 


3. Payment by Dealer 

aler shall pay Seller for each shipment of new 
Chevrolet motor vehicles and chassis, Dealer’s 
price from Seller in effect at the time of such 
shipment, together with a Factory Handling 
Charge determined by Seller which shall include 
reimbursement to Seller for any tax which it has 
paid, incurred or agreed to pay on any such 
motor vehicles or chassis, on the following terms: 
cash, sight draft, or sight draft with bill of lading 
attached payable with collection charges. Dealer 
shall pay interest on all drafts in the amounts 


and from the dates specified therein. 


4. Car Shipments 


1. Mode of Shipment 
Seller has the right to ship all motor vehicles 
and chassis purchased by Dealer hereunder by 


shatever mode of transportation and from 
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whatever point it may select. However, Seller 


will endeavor, whenever practicable, to follow 


Dealer’s requests with regard to routing. 


B. Prepayment of Transportation 
Charges 


Seiler will prepay all transportation charges on 
shipments of motor vehicles and chassis made 
to Dealer hereunder, and Dealer will pay Seller, 
in addition to the prices otherwise provided for 
herein, transportation charges to be determined 
and set by Seller based on the published all- 
rail freight charges from Flint, Michigan, to 
Dealer’s established railroad delivery point in 
effect on the date such shipments are delivered to 
carrier for transportation. In lieu of the foregoing 
transportation charges, Seller may establish and 
Dealer will pay Seller average transportation 
charges either on national, regional, zone or 
single market bases. In addition, if deliveries are 
made at Dealer’s place of business, Seller will 
establish and Dealer will pay reasonable charges 


for such deliveries. 


C. Assignment of Reparation 

Dealer agrees to and hereby does assign, sct over, 
and transfer to Seller his right, if any, to any 
refund, reparation, or damages from any carrier 
arising out of or in connection with payment of 
any unlawful charges for transportation of said 
motor vehicles or chassis, whether said payment 
was made by Dealer or Seller, and Dealer hereby 
releases Seller from any liability to him on 
account of any reduction in the transportation 
charges billed hereunder resulting from any sub- 
sequent change in rate or rates, or in the mode 


of transportation. 


D. Liability for Demurrage 
Dealer shall be responsible for and shall pay any 


and all charges for demurrage, storage, or other 
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charges accruing after arrival of such shipment 


at destination. 


E. Diversion 

If diversions are made upon Dealer’s request or 
as a result of Dealer's failure or refusal, for any 
reason, to accept motor vehicles or chassis that 
may be shipped Dealer on Dealer’s orders, 
Dealer will assume responsibility for and pay 
the additional charges and expenses, incident to 


such diversion. 

F. Claims 

All claims for loss of or damage to shipments of 
motor vehicles and chassis shipped hereunder 
while in the possession of the transportation 
agency shall be submitted to Seller by Dealer 


within ten (10) days after date of delivery of 


shipment to Dealer. 


G. Additional Charges 

If Dealer orders one or more motor vehicles or 
chassis boxed or crated or the shipping regu- 
lations make boxing or crating necessary, or if 
Seller finds it expedient in order to facilitate 
shipment to double deck one or more motor 
vehicles or chassis to a carload, or to dismantle 
same in order to load for economy, or if it is 
aecessary to load on an open freight car and the 
use of a tarpaulin or cover is needed, a charge 
covering extra cost of such items shall be made 
by Seller and paid by Dealer. Such charge will 


be added to the invoice covering shipment. 


5. Change in Pricing 


A, Seller’s Rights 

Seller has the right at any time to change prices, 
discounts, terms and provisions affecting any 
current models or body types of motor vehicles 
or chassis, and to issue new applicable Price 


Lists or bulletins, 
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If Seller changes prices, discounts, terms ay, 
provisions, such changed prices, discounts, terms 
and provisions shall apply to all motor vehicles 
and chassis ordered by Dealer and unshipy: 
Seller at the time that the same are mad 


tive by Seller. 


B. Price Increases 

Seller shall give written notice to Dealer of an; 
change increasing the price to be paid by Dealer 
before shipping any motor vehicle or chassis ; 
which such change is applicable. Upon receipt o{ 
such notice, Dealer may cancel orders or parts 
thereof for motor vehicles or chassis to which 
such change applies, provided written notice of 
cancellation is delivered to Seller within ten (10 
days after receipt by Dealer of Seller’s notice 
Failure to so cancel within the time specified 
will constitute a confirmation of all unshipped 
orders for delivery in accordance with said 


change. 


C. Price Reductions 

If Seller reduces the list price on any of its 
current models or body types of motor vehicles 
or chassis, Seller will refund or credit an allow- 
ance to Dealer on all new and unused motor 
vehicles and chassis of current model and body 
type purchased from Seller and paid for by 
Dealer during the twelve (12) months imme- 
diately preceding the date of such reduction and 
carried in Dealer's stock as new and unsold at 
the time such reduction is made, an amount 
equal to the difference between the price Dealer 
shall have paid for any such motor vehicles or 
chassis and the reduced amount then payable 
for the same; provided, however, that no refund 
will be made upon any motor vehicle or chassis 
used by Dealer for demonstration purposes, nor 
will any such refund be granted unless claim 
therefor be made by Dealer in writing within 
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30) days from the date that such reduc- 
, becomes effective. All such claims must be 
orted by evidence satisfactory to Seller 
» that Dealer is entitled to such claimed 
In the case of motor vehicles or chassis 
ed by Dealer under a title retaining 
ent Seller reserves the right to pay such 


ce in price to the holder of the instrument. 


D. New or Different Body Types 
event that Seller produces or manufac- 
it any time, a model or body type of motor 
or chassis new or different in any respect 
motor vehicles or chassis previously or cur- 
being manufactured, Dealer shall not 
by have a claim for any refund upon any 
vehicle or chassis previously purchased 
m, whether or not the price or value of 
tor vehicles or chassis previously manufac- 
tured by Seller is affected thereby, unless other- 


wise provided herein. 


6. Model Change 


event that Seller shall, at any time, 
ntinue current models and body types of 
rolet motor vehicles or chassis, and sub- 

te in place thereof new models and body 
Seller will make an allowance to Dealer 

he total number of new unused motor 
ehicles and chassis of such discontinued models 
or body types purchased from Seller and paid 
for by Dealer prior to such model change and 


still in Dealer’s stock unsold on the date herein- 


ter specified, as shall be in excess of three per 


of the total number of all Chevrolet 
motor vehicles and chassis of the discontinued 
lels and body types purchased by Dealer 


prior to such change. 


The amount of such allowance and the time of 
payment shall be determined by Seller. Such 


72 O—56 39 


ANTITRUST LAWS 


4435 


allowance, however, shall in no case be less than 
four per cent (4%) of the average list price of all 
series of Chevrolet motor vehicles and chassis of 
such models and body types about to be dis- 
continued based on the national averages accord- 


ing to the records of Seller. 


Where fractions of a motor vehicle are in- 
volved, Dealer will receive a proportionate 


amount of the allowance on such fraction. 


he allowance will not be made on any motor 
vehicles or chassis used by Dealer for demon- 


stration purposes. 


The date on which Dealer’s stock of discon- 
tinued models shall be determined shall be the 
Announcement Day as so designated by Seller 
on which the new models and body types are 
officially announced to the general public (local 


preview announcements excepted). 


All claims for the allowance must be made 
within thirty (30) days from the Announcement 
Day and must be supported by evidence satis- 
factory to Seller showing that Dealer is entitled 


to said allowance. 


Seller may elect to make the aforesaid allow- 
ance prior to the announcement of new models 
for the next succeeding selling year and in that 
event the allowance will be made on such new 
unused Chevrolet motor vehicles and chassis of 
those models and body types about to be discon- 
tinued, purchased from Seller and paid for by 
Dealer prior to the date so designated by Seller 
and still in Dealer’s stock unsold on said date, as 
shall be in excess of three per cent (3%) of the 
quantity of Chevrolet motor vehicles and chassis 
of those models and body types purchased by 


Dealer prior to such designated date. 


If Seller elects to make the aforesaid allowance 


prior to an announcement of new models, Seller 
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will make the same allowance with respect to 
purchases by Dealer from Seller of corresponding 
Chevrolet motor vehicles and chassis of those 


models and body types about to be discontinued 


for the balance of the current selling year. 


The provisions of this Section 6 were devel- 
oped and intended to afford Dealer some relief 
with respect to sales of discontinued models and 
body types in model changeover periods under 
normal conditions only when there might be an 
excessive number of motor vehicles and chassis 
in relation to demand. In the event, therefore, 
that at the time current models and body types 
of Chevrolet motor vehicles and chassis are dis- 
‘ontinued and new models and body types sub- 
stituted in place thereof, Dealer has or could 
have retail orders for current models and body 
types in excess of the number of such vehicles 
then on hand, or in the event that there are other 
circumstances which, in Seller’s opinion, would 
not warrant the allowance herein provided for, 
Dealer, upon request of Seller, will execute a 


waiver of the provisions of this Section 6. 


7. Model Change at 
Reduced List Price 


If, at the time new models or body types are 
announced, the list prices of such new models or 
body ty pes are reduced from the list prices of the 
same model or body type of the discontinued 
series, Seller will refund or credit to Dealer a 
proportionate amount on the price paid by 
Dealer for those new unused motor vehicles and 
chassis of the discontinued series purchased from 
Seller which are in Dealer’s stock unsold at the 
time such new models and body types are an- 
nounced, provided, however, that such refund 


will not be paid in the case of such radical 


changes in size, design and price as to make such 
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new models and body types, for all practical py; 
poses, a new and different series or line of mo; 

vehicles. In the latter event Seller will make syc} 
refund or allowance as shall, in its opinion, seer, 


equitable under the circumstances. 


Dealer will be entitled to receive the ref 


allowable under this Section in addition to « 


allowance as he may be entitled to under § 


tion 6. 


8. Change of Design 


Seller has the right to change the design of 
new Chevrolet motor vehicle, chassis, accessor 
or parts thereof at any time, without notice t 
Dealer. If Seller shall make a change in design 
there shall be no obligation upon Seller to make 
such change upon any Chevrolet motor vehicles 
chassis, accessories, parts or other products 
manufactured or sold or being manufactured 
sold in accordance with orders of Dealer; p 
shall Seller be obligated to make a similar or 
corresponding change or substitution on an 
Chevrolet motor vehicle, chassis, accessory 
other part or product previously purchased b 


or shipped to Dealer. 


9. Warranty 


There are no warranties, expressed or implied 
made by Seller to Dealer on the Chevrolet 
motor vehicles, chassis or parts furnished here- 
under except to the extent comprehended in the 
following: 


eer 


The Manufacturer warrants each new 
motor vehicle, including all equipment or 
accessories (except tires) supplied by th 
Manufacturer, chassis or part manufactured 
by it to be free from defects in material and 


workmanship under normal use and service, 
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ts obligation under this warranty being 
mited to making good at its factory any 
art or parts thereof which shall, within 
inety (90) days after delivery of such 

hicle to the original purchaser or before 
ich vehicle has been driven 4,000 miles, 
whichever event shall first occur, be re- 

rned to it with transportation charges pre- 
paid and which its examination shall disclose 

its satisfaction to have been thus defec- 
tive; this warranty being expressly in lieu of 
ill other warranties, expressed or implied, 
ind all other obligations or liabilities on its 
part, and it neither assumes nor authorizes 
iny other person to assume for it any other 
liability in connection with the sale of its 


vehicles. 


[his warranty shall not apply to any 
vehicle which shall have been repaired or 
altered outside of an authorized Chevrolet 
Service Station in any way so as in the 
judgment of the Manufacturer to affect its 
stability and reliability, nor which has been 


subject to misuse, negligence or accident.” 


10. Parts and Accessories 
{. Selling Rights 


Seller hereby grants to Dealer the non-exclusive 
right to sell new genuine Chevrolet parts and 
accessories and Seller will sell Dealer direct or 
through a designated parts warehouse, such new 


genuine Chevrolet repair parts and accessories. 


“Genuine Chevrolet parts and accessories”’ as 
used in this Agreement are defined as being parts 
and accessories manufactured by or for Seller, 
designed for use on Chevrolet motor vehicles or 
chassis, and distributed by Seller or any division 


1 subsidiary of General Motors Corporation. 
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B. Prices 


Sale of parts and accessories to Dealer will be 


made according to the prices, terms and pro- 


visions established by Seller and in effect at the 


time of shipment. 


C. Billing and Payment 

Parts and accessories ordered by Dealer as afore- 
said, will be invoiced to Dealer by Seller, and 
settlement therefor made by Dealer with Seller 
except in the case of dealers having current 
Selling Agreements covering two or more of the 
following makes of motor vehicles: Chevrolet, 
Pontiac and Oldsmobile. In the latter event the 
divisions of General Motors Corporation with 
which Dealer has such Selling Agreements will 
arrange among themselves as to which one of 
them will carry such Dealer’s account, and there- 
upon all parts and accessories ordered by such 
Dealer will be invoiced for the account of such 
division and Dealer will make settlement of such 
invoices with the division for whose account 


same are rendered. 


Parts and accessories ordered by Dealer will 
be billed net cash payable the tenth (10th) of the 
month following date of billing, unless Seller in 
its discretion places shipments on a COD basis, 
collection charges, if any, to be paid by Dealer. 
D. Return of Defective Parts and 

Accessories 
After receiving specific authorization from Seller, 
Dealer may return to Seller for credit defective 
Chevrolet parts and accessories purchased direct 
from Seller, at the then current dealer net price of 
such parts or accessories plus ten percent (10%), 
such parts and accessories to be packaged or 
crated and shipped, transportation charges pre- 
paid, to the destination specified by Seller. 
Dealer will be reimbursed for transportation 
charges prepaid by him on authorized shipments 


of defective parts and accessories 
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E. Return of Inactive Parts 

In the event Dealer develops an inactive stock 
of genuine Chevrolet parts, or for any other 
reason desires to liquidate a portion of his parts 
stock, Dealer may submit to Seller a list of those 
parts purchased direct from Seller, in good con- 
dition and unused, which he desires to return for 
credit. Seller shall. as promptly as possible, 
notify Dealer as to the parts, if any, on said list 
which Seller will accept and the price at which 
same will be accepted. Thereupon Dealer may 
package or crate and ship to the destination 
specified by Seller, transportation charges pre- 


paid, the parts which Seller has agreed to accept. 


F. Right to Return Parts and Accessories 
Within Thirty Days 


Dealer may return any new Chevrolet parts and 
accessories purchased direct from Seller, which 


are in good condition and unused, for credit 
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within thirty (30) days after receipt thereof by 
Dealer, such parts and accessories to be packaged 
or crated and shipped to the destination speci. 


fied by Seller, transportation charges prepaid 


Credit on new Chevrolet parts and accessories 
will be at Dealer’s net cost. With respect to 
accessories, Dealer shall be entitled to return 
same whether same were purchased separately 
or shipped on or with a new Chevrolet motor 
vehicle. Under the same conditions, Dealer may 
return anti-freeze, polishes, chemicals and other 
similar items purchased hereunder for credit at 


Dealer’s net cost. 


Dealer, however, will not be entitled to return 
materials which are acquired or fabricated spe. 
cially by Seller upon Dealer’s order for a par- 
ticular service order or car, including unlisted 
parts or assemblies and any cut or fabricated 


upholstery or trim items. 


OPERATING REQUIREMENTS 


11. Dealer’s Personal Services 
Each person named in Paragraph Third of this 
Agreement shall devote his full time, attention, 
and energy to the conduct of the dealership 


business. 


12. Dealer’s Place of Business 
Satisfactory to Seller 


Dealer will maintain a place of business includ- 
ing salesroom, service station, parts and accesso- 
ries facilities and used car facilities satisfactory 
to Seller and will maintain the business hours 
customary in the trade. Dealer will permit Seller 
to inspect said place of business at all reason- 
able times in business hours. 

Dealer will not move to or establish a new 
location, branch sales office, branch service sta- 
tion or place of business including any used car 
lot or location without the prior written consent 


of Seller. 


13. Building Service for Dealer 
Seller will, upon request, but without liability 
to Dealer with respect thereto, furnish to Dealer 
a suggested building plan and layout, but such 
plan and layout will not be intended for use as 
a complete working plan and will be furnished 


solely as a suggestion. 


14, Capital Requirements 
Since the amount and structure of working capi- 
tal and net worth required to handle properly 
the business to be conducted by Dealer here- 
under depends upon many factors, including 
size of market, sales and service facilities 
required, anticipated volume and others and 
since Seller has set standards for dealer capital 
and net worth based on Seller’s past experience, 
Dealer shall establish his owned net working 


capital and net worth in the respective amount 


and 
owne 
way 
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hant 
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form specified by Seller. If the amount of 
wned net working capital or net worth or the 
way in which either is set up is now or hereafter 
inadequate in Seller’s estimation for the proper 
handling of Dealer’s business, Dealer will take 
the necessary steps to meet Seller’s applicable 
irements within the time determined by 


Seller 


15. Accounts and Records 
{, Uniform Accounting System 


It is to the mutual interests of Seller and Dealer 
that uniform accounting systems and practices 
be maintained by dealers in order that Seller 
may develop standards of operating performance 
vhich will enable dealers to obtain the most 
satisfactory results from the sales potentials as- 
signed to them and which will enable Seller to 
prepare composite dealer profit statements peri- 
odically to guide Seller in formulating policies 
beneficial to the dealers’ interests. 

Accordingly, Dealer will use and keep up to 
date at all times a satisfactory uniform account- 

g system designated by Seller and will furnish 
to Seller, by the tenth of each month, a complete 
and accurate financial and operating statement 
with supporting data covering the preceding 
month’s operations, showing the true and actual 
condition of Dealer’s business. Dealer will main- 
tain said system in strict accordance with the 


Accounting Manual prescribed by Seller. 


B. Examination of Accounts and Records 


In order to assure the maintenance of a uniform 
accounting system and practices, Dealer will 
permit an examination of his accounts and 
records to be made by a person or persons, either 
in the employ of Seller or acceptable to Seller, 


at such time or times as Seller may designate. 
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A copy of the report of such examination will 


be furnished to both Seller and Dealer. 


16. Satisfactory Sale of 
Motor Vehicles 


Dealer shall properly develop to Seller’s satis- 
faction the sale of Chevrolet motor vehicles and 


chassis in the area described in Paragraph First. 


17. Sales Staff 
Dealer shall maintain a staff of salesmen and a 
selling and customer relations organization ade- 
quate to take care of the sales potential of the 
area described in Paragraph First. 


18. Sales and Service Records 
In furtherance of the purposes, objectives, and 
obligations provided for in this Agreement, 
Dealer will keep complete and up-to-date records 
regarding the sale and servicing of new Chevrolet 
motor vehicles and chassis and will permit Seller 
at all reasonable times in business hours to 


inspect such records. 


19. Customer Complaints 
Dealer will receive, investigate and handle all 
complaints received from customers or pros- 
pective customers with a view to securing and 
maintaining the goodwill of the public toward 
Chevrolet products. 


20. Treatment of Purchasers 
Dealer recognizes the importance of free com- 
petition, of selling Chevrolet products at fair 


prices with relation to his costs, of satisfactory 


treatment of purchasers and the necessity of 
preventing any unfair or deceptive acts or prac- 
tices in the sale of Chevrolet motor vehicles in 
order to protect the Chevrolet name and trade- 
marks and protect and promote the goodwill of 
Seller attached thereto. Accordingly, 
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4. Informing Purchasers as to Details of 
Their Purchases 

Dealer will advertise his delivered prices in his 

town and will inform retail purchasers of such 

and will them itemized invoices 


pri es give 


covering the details of their purchases. 


B. Representations as to Contents of 
Charges 


Dealer will not make any misleading statements 
or misrepresentations as to the items making up 
his total selling price or as to the prices related to 
such items nor make any statements intended to 
lead any purchaser to believe that a greater 
portion of the selling price of a new Chevrolet 
motor vehicle or chassis represents transporta- 
tion charges and Factory Handling Charges than 
the amounts of such items actually charged to 


and paid for by Dealer. 


Right of Retail Purchaser to Buy a 
New Car Without Purchasing Optional 
Equipment or Accessories 


Dealer recognizes that a retail customer has the 
right to purchase new Chevrolet motor vehicles 
without being required to purchase any optional 
equipment or accessories and Dealer, therefore, 
will either remove any optional equipment or 
accessories which the purchaser does not want, 
or will immediately order a new Chevrolet motor 
vehicle without such optional equipment or 


accessories 


21. Care of Owner 
Recognizing the importance of the goodwill of 
owners toward Chevrolet products, Dealer will 
furnish prompt and satisfactory service at rea- 
sonable cost to Chevrolet owners. Accordingly, 

A. Conditioning of New Motor 
Vehicles 


Dealer will condition each new motor 


vehicle and chassis before delivery, in 
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accordance with Seller’s pre-delivery jy 


tion schedule. 


B. Owner’s Service Policy 

Dealer will execute and deliver t 
person who purchases a new Chey 
motor vehicle or chassis from Dealer 
“Owner's Service Policy”, on forms 
nished by Seller as amended from tir 
time. Dealer will promptly perform 
fulfill all the terms and conditions of « 
Policy and expressly authorizes Seller 
charge his account with coupons cover 
inspections on new Chevrolet motor veh 
sold by Dealer and performed by other 
such “Owner's 


Chevrolet dealers under 


Service Policy.” 


C. Stock of Parts 

Dealer will carry in stock at all times during 
the life of this Agreement an adequat 
number and assortment of parts and acces- 
sories to render proper service to owners of 


Chevrolet motor vehicles and chassis. 


D. Representation as to Parts 

Dealer will not sell, offer for sale, or use in 
the repair of Chevrolet motor vehicles and 
chassis as genuine new Chevrolet repair 
parts, any part or parts which are not 
fact genuine new Chevrolet repair parts as 
defined in subsection A of Section 10 of this 


Agreement. 


E. Special Tools 

Dealer will buy such special tools developed 
by Seller, as Seller shall deem necessary for 
Dealer to render proper service to Chevrolet 
Dealer authorizes and 


owners. Farther, 


directs Seller to ship or cause to be shipped 


to Dealer in advance of delivery of new 


models, such special tools, the cost of which 
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shall not exceed One Hundred Fifty Dollars 
2150.00), as Seller deems essential to 
service such new models properly. Dealer 
will pay for such new-model tools promptly 


m receipt thereof 


F. Mechanical Staff 


Dealer will employ a sufficient number of 
competent mechanics to meet adequately 
the service requirements of the Chevrolet 


wners. 


G. Flat Rate System 


For policy, warranty, and any other work 
performed by Dealer for Seller's account, 
Dealer will install the Chevrolet Flat Rate 
System of time allotments as recommended 
and furnished by Seller and charge Seller 
on the basis of such time allotments at a 
minimum of sixty-five percent (657,) of 
the labor rates related thereto as agreed 


upon with Seller. 


H. Warranty Adjustment 

Dealer will replace any defective part or 
parts as comprehended under the warranty 
set forth in Section 9 hereof on motor ve- 
hicles sold by Dealer without expense to 
the owners of such vehicles and Seller will, 
if the replaced part is returned to and found 
by Seller to be defective, pay or credit to 
Dealer an amount equal to the then current 
dealer net price of such part or parts plus 
ten percent (10%) and in addition sixty-five 
percent (659%) of the Flat Rate charge for 
installing the new part or parts according to 
the Flat Rate System of time allotments 
and labor charges as provided in subsection 


G above. 


I. Customer Relationship 


Dealer will make every reasonable effort 
to satisfy owners of Chevrolet motor ve- 
hicles and chassis and to satisfy all persons 


purchasing Chevrolet motor vehicles and 
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chassis from Dealer, and will establish 
regular contact either by correspondence or 
personal interview, with such owners or 
purchasers. All complaints received by 
Dealer which cannot be readily remedied. 
shall be promptly reported to Seller with 


the name of the owner making same. 


J. Inspection of Facilities 


Dealer will permit Seller to inspect and 


check over Dealer’s service facilities and 
stock of parts and accessories at any 


reasonable time in business hours 


22. Signs 


Dealer will purchase, erect, and maintain at his 
expense the following signs: 
A. Product Sign 
A standard product electric sign in a con- 
spicuous place outside his showrooms pro- 
vided the erection thereof is not prohibited 
by municipal ordinance or statute. 
B. Service Sign 
A standard authorized service sign in a suit- 
able location on the outside of Dealer's 
place of business. 
C. Other Necessary Signs 
Such other signs as are necessary to adver- 
tise his business properly on a basis mutu- 


ally satisfactory to both Seller and Dealer. 


23. Chevrolet Name and 
Trade-Marks 


A. Seller’s Exclusive Rights 

Seller is entitled to the use of the word “‘Chev- 
rolet”, and the Chevrolet trade-mark or trade- 
marks, including the distinctive outline or form 
thereof, as applied to motor vehicles and chassis, 


parts and accessories, and of the goodwill 
attached thereto. 


B. Discontinuance of Use Upon 
Termination 


If the word “Chevrolet” is used in the name 
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under which Dealer’s business is conducted or 
the word “Chevrolet” or any Chevrolet trade- 
mark, including the distinctive outline or form 
thereof, is used in any sign or advertising dis- 
played by Dealer, Dealer will, upon termination 
of this Agreement, or upon the request of Seller, 
discontinue the use of the same. Thereafter 
Dealer will not use, either directly or indirectly, 
in connection with any motor vehicle business, 
any Chevrolet trade-mark, including the dis- 
tinctive outline or form thereof, the word “‘Chev- 
rolet’’ or any other name, title, expression or 
mark so nearly resembling the same as to be 
likely to lead to confusion or uncertainty or to 
deceive the public. If Dealer is a corporation in 
whose corporate name the word “Chevrolet” is 
used, Dealer will promptly have the corporate 
name changed, eliminating said word ‘‘Chev- 


rolet”’ therefrom. 


Dealer’s Liability for Failure 
to Discontinue Use 


If Dealer, after termination of this Agreement, 
shall refuse or neglect to keep and perform the 
provisions of subsection B, Dealer shall reim- 
burse Seller for all costs, attorneys’ fees and 
other expenses incurred by Seller in connection 
with legal action to require Dealer to comply 


therewith. 


24. Advertising Fund 


In order to give Chevrolet dealers the advan- 
tages of a comprehensive and coordinated dealer 
advertising program, an Advertising Fund, com- 
posed of a dealer portion and a factory portion, 
has been established and is administered by 
Seller for the purpose of supporting such a 


program. 
A. Dealer Portion of Fund 


(1) Dealer Contributions 


Seller will collect the sum of Twenty Dollars 
($20.00) for each new Chevrolet motor vehicle 
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and chassis purchased and paid for by Deale; 
and such sums will be credited to the deale 
portion of the Advertising Fund for the aceoun 


of Dealer. 


(2) Use of Contributions 

The amounts contributed by Dealer shall }, 
used solely in paying the cost of local advert(s 
ing, including preparation expense, in Dea 
area, through such local advertising media, a 
the judgment of Seller will benefit Dealer. [{ 
dealer desires to participate in local advert 

in a community outside his area, he may d 
provided that he shall have reached an agree. 
ment in writing with the dealer or dealers i 
whose area such community is located as to ¢! 
amount per motor vehicle or chassis which | 
be taken out of his contributions to the Advertis. 
ing Fund and applied to such advertising. \ 
copy of said agreement shall be furnished 1 


Seller. 


All local advertising to be paid for out 
the dealer portion of the Advertising Fund shall 


carry the name and address of Dealer except 


that if, in the judgment of Seller, that is impra 


tical, a suitable group reference will be used 


(3) Accounting for Contributions 
Contributions to the Fund shall be credited 
to the Fund for the joint account of all dealers 
involved where two or more Chevrolet dealers 
are located in the same city or town or where 
one or more dealers are located in a community 
suburban to a large city and in the judgment : 
Seller advertising in said large city substantial!) 
covers such suburban community, or where tw 
or more dealers are located within a group of 
communities which, in the judgment of Seller 
may be considered as a common area for pur 
poses of local advertising. Contributions by all 
other dealers shall be credited to the Fund fo 


the separate account of each dealer involved 


If, in the judgment of Seller, a local adver 
tising medium, such as a television statior 
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,vers a reception area wherein two or more 
ealers are located, Seller may establish a joint 
ctional account for such medium which may 
redited with a designated amount per motor 
ticle and chassis to be charged to the Adver- 
ig Fund accounts of dealers located within 
ception area of such medium. Where there 
joint account in such area, such joint frac- 

i] account credit will be charged to such 


it account. 


With respect to contributions of dealers lo- 
ted in cities, towns, or communities as afore- 
id which are credited to the Fund for the joint 
count of the dealers involved, and with respect 
to a joint fractional account as aforesaid, the 
inspent portion, if any, of any such dealer’s 
ntribution, upon termination of this Agree- 
nt, shall remain in said joint account and 
shall be used in the payment of the cost of local 
idvertising and not refunded to Dealer. With 
respect to contributions of all other dealers 
which are credited to the Fund for the separate 
count of each such dealer, the unspent portion, 
ny, of any such dealer’s contribution, upon 
termination of such dealer’s Selling Agreement, 


shall be refunded to such dealer. 
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As soon as practicable after the close of each 
calendar year during the term of this Agreement, 
or in the event of termination of this Agreement, 
as soon as practicable after the effective date of 
termination, Dealer shall be furnished with a 
statement of his account in dealer portion of said 
Fund or of the joint account or joint fractional 
account to which he has contributed. Such state- 
ment shall show the total advertising expendi- 
tures by media classification charged against 
said account, the total collections and the 
resulting balance, and in the case of a joint 
account or a joint fractional account, the amount 


of the individual contribution of Dealer. 


B. Factory Portion of Fund 

Seller will pay into the Advertising Fund the 
sum of Six Dollars ($6.00) for each new Chev- 
rolet motor vehicle and chassis purchased and 
paid for by Dealer, and such sums will be 


credited to the factory portion of the Advertising 
Fund. 


The factory portion of the Fund may be used 
by Seller for advertising of such type in such 
media and at such time and place as, in the 
opinion of Seller, will most effectively serve the 
dealer needs or interests as determined by Seller. 


TERMINATION OF AGREEMENT 


25. Termination 


i. Termination by Dealer 


Dealer may terminate this Agreement by written 
)tice of termination delivered to Seller, such 
mination to be effective one (1) month after 


ceipt by Seller of such notice. 


B. Termination for Cause 


If Seller or Dealer requires a license for 
performance of any obligation under or 
connection with this Agreement in any 
state or jurisdiction where this Agreement is 
to be performed, then and in such event if 
either of the parties shall fail to secure or 


1intain a license or renewal thereof or if 


such license shall be suspended or revoked, 
irrespective of the cause or reason therefor, 
either party may immediately terminate this 
Agreement by giving to the other party 


written notice of such termination. 


(2) If Dealer does not develop the sale of 
Chevrolet motor vehicles and chassis to the 
satisfaction of Seller or does not conduct his 
business in accordance with any requirement 
set forth in Sections 11 and 12, Sections 14 to 
19, inclusive, or Section 21 of this Agreement, 
to the satisfaction of Seller, Seller may ter- 
minate this Agreement by giving to Dealer 
written notice of termination to be effective 


three (3) months after receipt of such notice. 
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3) Seller may terminate this Agreement im- adversely affect the goodwill or interests 
mediately by delivering to Dealer or his of Dealer, dealership or Seller. 


representative written notice of such termi- a ° . 
I g. Failure of Dealer to maintain dealers} 
nation in the event of the happening of any : . : 
> , operation as a going business, open during 

of the following: ‘ 
customary business hours, for seven « 


a. Death, incapacity, or the removal, resig- secutive business days, provided such failur, 
nation, withdrawal, or elimination from the is not due to causes beyond Dealer’s contro! 
dealership for any reason of Dealer or any and is without Dealer’s fault or negligenc 
person named in Paragraph Third of this 


Aoreement. 
26. Transactions After Termination 
b. Any attempted transfer or assignment 


6a A, Effect of Termination on Orders 
of this Agreement or any right or obligation ff f 


hereunder. In the event that no new Selling Agreement is 
entered into by the parties upon expiration of 
c. Any sale, transfer, relinquishment, vol- : P P P om 


this Agreement or in the event that this Agree. 
untary or involuntary, by operation of law 


: : ; ment is terminated in accordance with any pro- 
or otherwise, of any interest in the direct 


. . vision of Section 25, all orders of Dealer fo: 
or indirect ownership or active manage- 


ee ae ; . motor vehicles, chassis, parts and accessories 
ment of dealership without the prior writ- 


then outstanding shall be automatically can- 
ten approval of Seller. , 


celled. Termination of this Agreement shall not 


d. Any dispute, disagreement, or contro- release Dealer, however, from the obligation to 


versy between or among principals, part- pay any sum which may then be owing Seller 


ners, managers, officers or stockholders of or from the obligation to pay for any motor 


Dealer which, in the opinion of Seller, may vehicle, chassis, or equipment for same which is 


adversely affect the ownership, operation, special, as defined in subsection C of Section 2 


management, business or interest of Dealer, of this Agreement, which may have been ordered 


dealership, or Seller. by Dealer and not shipped prior to any tern 


e. Insolvency of Dealer; nation of this Agreement. 


Filing of a voluntary petition in bankruptcy F ‘ berry 

by Dealer B. Termination Deliveries 

Vv e ers 

Filing of a petition to have Dealer declared In the event of termination of this Agreement 

bankrupt, provided it is not vacated within under the provisions of subsection A, subsection 

thirty (30) days from date of filing; B (3)a or subsection B (3)d of Section 25 of this 
4 é - B? 


‘ Agreement, but not otherwise, Seller will use its 
Appointment of a receiver or trustee for 


: : best efforts to furnish Dealer with Chevrolet 
Dealer, provided such appointment is not 


oY 3 sant motor vehicles and chassis to fill his bona fid 
vacated within thirty (30) days from the 


; retail orders on hand on the date of termination 
date of such appointment; 


: : not to exceed, however, the total number of 
Execution by Dealer of an assignment for 


motor vehicles and chassis delivered to Dealer 
the henete of conciones. by Seller during the three (3) months immedi- 
f. Conviction of Dealer or any principal ately preceding the effective date of termination 
officer, principal stockholder or manager of or, if termination is made effective within th: 
Dealer or any partner in dealership of any last three (3) months of the term stipulated in 


crime which, in the opinion of Seller, may the Agreement, then not to exceed the total 
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mber of motor vehicles and chassis delivered 
Jealer during such period of time preceding 
effective date of termination as is equal to 
unexpended portion of the term stipulated 
the Agreement, subject, moreover, to the 


ving further conditions and limitations: 


Within ten (10) days following termi- 

n, Dealer shall deliver to Seller a written 

jule of Dealer’s bona fide retail orders on 

id on the date of termination. Such schedule 

il] show the name and address of each retail 
mer and the details with respect to each 

tor vehicle ordered, including model, body 

e, color and accessories and shall specify 
ch bona fide order against which Dealer 
lesires Seller to make delivery up to the 
total number of motor vehicles required to be 
lelivered by Seller as above described. Those 
rders for which delivery is thus specified by 
lealer, when approved by Seller, shall con- 
stitute Dealer’s Schedule of Termination 
Deliveries. No change or substitution may be 
made by Dealer in such Schedule of Termi- 
nation Deliveries and Seller shall not be 
bligated to make deliveries of any motor 
vehicle to Dealer except as specified therein. 
In the event of Dealer’s failure to deliver to 
Seller the detailed Schedule above required, 


Dealer shall have no farther rights. 


Dealer shall accept any motor vehicle 
required to be delivered by Seller hereunder 
nst Dealer’s Schedule of Termination 
liveries immediately upon notification by 

r of the availability to Dealer of such 
hicle and in accordance with the terms and 
nditions of sale established by Seller and in 
effect at the time of shipment. In the event of 
his failure to do so, Dealer shall have no 
further right to receive such vehicle or any 


ther vehicle in lieu of it. 


Vehicles shall be delivered by Seller here- 
inder in substantial accordance with the 


schedule and basis of delivery in effect with 
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respect to other dealers in the same zone at 


the time of Dealer’s termination. 


4) Dealer shall give Seller notice immedi- 
ately of cancellation for any reason of any 
retail order set forth in Dealer’s Schedule of 
Termination Deliveries. 

(S) In the event of the cancellation for any 
reason of any retail order set forth in Dealer's 
Schedule of Termination Deliveries before de- 
livery by Seller of a motor vehicle to apply 
against such order, Seller shall be released 
from any obligation to make delivery of such 
vehicle. 

(6) Dealer shall provide proper and adequate 
facilities in accordance with the terms and 
provisions of this Agreement to effect the 
delivery and handling of motor vehicles to 
be supplied upon termination under this sub- 
section 26B. 


C. Effect of Transactions After 


Termination 


The acceptance of orders from Dealer or the 
continuance of sale of products to Dealer or any 
other act of Seller after termination of this 
Agreement shall not be construed as a renewal 
of this Agreement for any further term nor as 


a waiver of the termination. 


27. Seller’s Right to Repurchase 
When Agreement Is Terminated 


In the event of termination of this Agreement: 


A. Seller will purchase from Dealer and 

Dealer will sell to Seller: 
(1) All new and unused Chevrolet 
motor vehicles and chassis of the cur- 
rent model on hand in Dealer's place of 
business or in Dealer’s possession at 
Dealer's net cost, including transporta- 
tion charges paid to Seller thereon. 


(2) All unused and undamaged Chev- 
rolet repair parts for the current and 
three (3) preceding models purchased 


direct from Seller and on hand in 
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Acces- 


sories 
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Dealer’s place of business or in dealer’s 
possession at the then current dealer 
net prices plus reimbursement for trans- 
portation charges and reasonable costs 
of packaging in effecting delivery to 


destination specified by Seller. 


(3) All unused and undamaged Chev- 
rolet accessories purchased direct from 
Seller during the six-month period im- 
mediately preceding the effective date 
of such termination and on hand in 
Dealer’s place of business or in dealer’s 
possession at the then current Dealer 
net prices plus reimbursement for trans- 
portation charges and reasonable costs 
of packaging in effecting delivery to 


destination specified by Seller. 


(4) All mew and unused commercial 
bodies and cabs of current models pur- 
chased direct from Seller on hand in 
Dealer’s place of business or in Dealer’s 
possession at Dealer’s net prices acvord- 
ing to current Price Lists then in force 
plus transportation charges paid to 
Seller thereon. In the event that any 
such commercial bodies or cabs have 
been mounted on chassis by Dealer, 
the price to be paid therefor shall be 
the net price to Dealer for the complete 
unit according to current list prices, 
even though Dealer purchased same 


separately at a higher price. 


(5) Any signs belonging to Dealer of a 
type recommended in writing by Seller 
and bearing the word “Chevrolet”, at a 
price mutually agreed upon by Seller 
and Dealer. If Seller and Dealer cannot 
agree on a price, they shall select a 
third party who shall set the price. 


B. If Dealer desires to sell the same, 
Seller will purchase all the special tools 
and mechanical shop equipment of a 


type recommended by Seller purchased 
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by Dealer during the twelve (12) mont) 
period immediately preceding terming. 


tion while he has been operating unde, 
a Chevrolet Selling Agreement and de. 


Tools signed specifically for service of Chevrole; 


motor vehicles, at a price mutually agreed 
upon by Seller and Dealer. If Seller and 
Dealer cannot agree on a price, they shal 


select a third party who shall set the price 


C. Dealer shall, within thirty (30) day, 
following the date of termination, furnjs} 
Seller with a list of the motor vehicles 
chassis, parts, accessories, signs, tools and 


shop equipment aforesaid. 


D. Upon demand and tender by Seller o/ 
the purchase price determined as afore. 
said, Dealer will deliver such goods | 
Seller forthwith in accordance with Sel. 
er’s instructions. 


E. Dealer shall execute and deliver 1 
Seller instruments satisfactory to Seller 
conveying title to the aforesaid property 
If such property is subject to lien or 
charge of any kind Dealer will procure the 
discharge and satisfaction thereof prior t: 
the repurchase of such property by Seller 


28. Claims of Loss on 
Dealer’s Premises 


A. Terminations to Which Applicable 
In the event of termination of this Agreement 
by Seller under the provisions of subsection B (2 
or B (3)a of Section 25 hereof, or in the event 
Dealer and Seller do not enter into a new Selling 
Agreement upon the expiration of the term 
this Agreement, but not otherwise, Dealer ma) 
establish claims upon Seller for losses sustained 
on Dealer’s premises in accordance with and 
subject to the provisions and limitations set 
forth in this Section 28. 


B. Premises to Which Applicable 
The reimbursement for loss on Dealer’s premises 


shall be applicable only to premises used by 





STUDY OF THE 


in the performance of Dealer’s obliga- 
inder this Agreement, either as owner or as 

or as owner of part and lessee of part 
led, moreover, that the premises involved 

| have been owned or leased by Dealer prior 
the time that Dealer had knowledge that a 
termination on one of the bases specified in sub- 
n A above would become effective and that 
wnership or lease of the premises shall con- 

nue subsequent to the effective date of termi- 


stion of this Agreement. 


Payments on Leased Premises 
(1) Total Usage 
In the event the entire premises involved 
are used by Dealer solely in the perform- 
ance of Dealer’s obligations under this 
\creement, Seller will reimburse Dealer for 
ne-half (14) of the monthly rental specified 
n Dealer’s lease and paid by Dealer for the 
balance of the term of the lease after the 
fective date of termination, not exceeding 
twelve (12) months from the effective date 
f termination, provided, however, that the 
zmount of liability shall not be more than 
One Dollar and Sixty-five Cents ($1.65) per 
month per motor vehicle or chassis based on 
the number of Chevrolet motor vehicles and 
hassis purchased by Dealer from Seller in 
the twelve (12) months immediately pre- 


ceding the effective date of termination. 


(2) Partial Usage 

In the event that the premises involved are 
also used in the conduct of any other busi- 
ness by Dealer or by a firm in which Dealer 
or the principal stockholders or partners of 
Dealer are the principal stockholders or 
partners, and in the event that within a 
period of three (3) months after this Selling 
(greement has been terminated on any one 
of the bases specified in subsection A above, 
such other businesses are terminated and 
cease operations, Seller will reimburse 


Dealer for such proportion of one-half (14) 
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of the monthly rental, as defined in sub- 
section (1) immediately preceding, as is 
equal to the proportion of use of the 
premises for the performance of Dealer's 
obligations under this Agreement, as deter- 
mined by Seller, subject, however, to all the 
further provisions, limitations and con- 


ditions set forth in said subsection (1). 


(3) Reductions in Rentals 

If Dealer secures a reduction in rent as to 
all or any portion of the leased premises 
at any time, applying to the period covered 
by his claim, the amount of his claim 
allowable as aforesaid shall be reduced 


proportionately. 


(4) Settlements 


In the event Dealer shall effect a settlement 
with the Lessor at any time during the term 
of his lease, such settlement shall be treated 
as a reduction in rent. However, if such 
settlement is accompanied by the surrender 
of possession of all or any part of the leased 
premises no claim by Dealer shall be allow- 
able as to such surrendered premises for 
any loss after the date of such surrender. 
In the event the premises involved consist 
of more than one property and Dealer 
makes a good faith settlement with the 
landlord involving less than the total 
premises, Dealer’s right to make a claim 
under this Section 28 for the balance of the 


property for the remainder of the twelve 


(12) month term shall not be affected, pro- 


vided the balance of the property remains 


unoccupied. 


D. Owned Premises 

In the event that the premises used by Dealer 
as provided in subsection B above are owned by 
Dealer, Dealer may establish a claim upon Seller 
for one-half (14) of the net loss sustained by 
Dealer in connection with said premises for the 
period that the same are owned by him subse- 
quent to termination of this Agreement based 





4448 STUDY OF THE 
on the then current fair rent value as determined 
by Seller, such claim, however, not to exceed the 
amount of liability computed in accordance with 
the provisions of subsection C above. In deter- 
mining net loss, only such items as would be 


usually chargeable to a tenant shall be included. 


E. Premises Partially Owned and 
Partially Leased 

If Dealer is using premises leased by him as well 
as premises owned by him in thé performance of 
this Agreement, Dealer’s claim upon Seller for 
the portion leased by Dealer shall be computed 
in accordance with the provisions of subsection C 
above and for the portion owned by Dealer shall 
be computed in accordance with the provisions 


of subsection D above. 


F, 


In the event that the premises involved or any 


Use of Premises After Termination 


part thereof are occupied by Dealer or by anyone 
for business or any other purpose at any time 
after the effective date of termination, or, in the 
event the premises involved or any part thereof 
could, in the opinion of Seller, be occupied by 
any business with which Dealer may be asso- 
ciated at any time after the effective date of 
termination, Dealer shall not be entitled to any 
payment for loss beyond the initial date of such 
occupancy or the date when, in the opinion of 
Seller, such occupancy could have been effected, 
provided, however, that in the event of imme- 
diate termination pursuant to subsection B (3)a 


of Section 25 of this Agreement, the premises 


GENERAL 


29. Dealer Not Made Agent or Legal 
Representative of Seller 


This Agreement of which these Terms and Con- 
ditions are a part does not constitute Dealer 
the agent or legal representative of Seller for 
any purpose whatsoever. Dealer is not granted 
any express or implied right or authority to 
assume or to create any obligation or responsi- 


bility in behalf of or in the name of Seller or to 
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may be used by the dealership for a per 
(3 


effective date of termination without a 


three months immediately followi: 


the dealership’s right to make claim under ¢} 


Section 28 for a period of twelve (12 


commencing with the conclusion of such use, }y; 


the 


premises are so used. In the event of term 


no claim will be allowed for time 


pursuant to subsection B (2) of Section 2 


this Agreement, or in the event Dealer or Sellp, 


does not enter into a new Selling Agreement 


upon the expiration of the term of this Agres 
ment, the premises involved may be used by t 


dealership for a period of thirty (30) days 


mediately following the effective date of termi. 
nation without affecting the right of the dealer. 


ship to make a claim under this Section 28 for a 


period of twelve (12) months commencing wit! 


the conclusion of such use. 
GC. 


Seller shall not be liable to Dealer under 


Time for Filing Claims 


Section 28 on claims covering loss on premises 
leased or owned by him unless the same are filed 


(9) 


within two (2) months after the expiration 


the period covered by said claim. Seller will pa 
such claims filed in accordance herewith on 


>) 
\e 


before two 


months after date of receipt 


Dealer may file interim claims, and interin 


settlements may be made by Seller at Seller 


option. Seller shall have access to and ma 


audit Dealer’s books and records insofar as may 


be necessary to verify claims filed under this 


Section 28. 


PROVISIONS 


bind Seller in any manner or thing whatsoever 


30. Responsibility for Dealer’s 
Commitments 


Dealer shall be solely responsible for any and 
all obligations or liabilities incurred or assumed 
by him in the performance hereof, and Seller 


shall not be held responsible in any manner 


therefor, irrespective of any suggestion or recor 
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tion with respect thereto by Seller or any 
employes or representatives unless Seller 

agreed to assume the responsibility, either 
ole or in part, by written agreement 
ted by its General Manager or its General 
Manager, except insofar as it is specifically 


led otherwise in this Agreement. 


31. Local Taxes 


aler hereby certifies that all motor vehicles 
hassis, parts, accessories and items similar 
to purchased from Seller are for resale in the 
irse of Dealer’s business. Dealer further 
rtifies that he has obtained any license required 

) collect sales or use taxes incurred in any such 
ale transactions, the number, if any, of such 
nse has been or will be furnished to Seller. 
Dealer agrees, as to any such motor vehicles and 
hassis, parts, accessories or items similar thereto 


hich are withdrawn from stock and put to a 
taxable use in lieu of or prior to resale, and as to 
ny tangible property which Dealer purchases 
r use and not for resale, to pay directly to the 
ppropriate taxing authority any sales, use or 
similar taxes incurred by such use or purchase, to 
file any tax returns required in connection there- 
th, and to hold Seller harmless from any claims 
lemands made by such taxing authority with 


respect thereto. 


32. Notices 

{ny notice required to be given by either party 
the other under or in connection with this 
greement shall be in writing and delivered per- 
ally or by mail. Notices to Dealer shall be 
ected to Dealer, or his representative at 
Dealer's place of business; notices to Seller shall 
lirected to the Zone Manager of the area in 


h Dealer is located. 


33. No Implied Waivers 


Che failure of either party at any time to re- 
juire performance by the other party of any 
rovision hereof shall in no way affect the full 


rhe 


t to require such performance at any time 
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thereafter. Nor shall the waiver by either party 
of a breach of any provision hereof constitute a 
waiver of any succeeding breach of the same or 
any other such provision nor constitute a waiver 


of the provision itself. 


34, Applicable Law 
This Agreement is to be governed by and con- 
strued according to the laws of the State of 
Michigan. If, however, any provision in any- 
wise contravenes the laws of any state or juris- 
diction where this Agreement is to be performed, 
such provision shall be deemed not to be a part 


of this Agreement therein. 


35. Sole Agreement of Parties 
There are no other agreements or understand- 
ings, either oral or in writing, between the 
parties affecting this Agreement or relating to 
the sale or servicing of Chevrolet motor vehicles, 


chassis, parts or accessories. 


This Agreement cancels and supersedes all 


previous agreements between the parties. 


No change in, addition to, or erasure of any 
printed portion of this Agreement (except the 
filling in of blank lines) shall be valid or binding 
upon Seller unless the same is approved in 
writing by the General Sales Manager of Seller. 


No agreement between the parties which is at 
variance with any of the provisions of this 
Agreement or which imposes definite obligations 
upon either party not specifically imposed by 
this Agreement or which is intended to be effec- 
tive or performed following the expiration or 
other termination of this Agreement and imposes 
obligations or extends the time for performance 
thereof other than as provided in this Agreement 
shall be binding upon either party unless it 
bears the facsimile signature of the General Sales 
Manager and, except for Direct Dealer Price 
Lists, is countersigned by an Assistant General 
Sales Manager, a Regional Manager, an Assistant 
Regional Manager or Zone Manager of Seller, 
and is executed or accepted by Dealer. 
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SecTION XXV. Option AGREEMENT 


between GENERAL Moror Corp., GENERAL Motors Ho.pine Division, and 
__, operator, dated ___ = 19 


GENERAL MOTORS CORP. 
MOTORS HOLDING DIVISION 
General Motors Building, Detroit 2, Mich. 


AGREEMENT made on__ aa by and between 


General Motors Corporation (Motors Holding Division) “Investor and 


“Operator” 
WITNESSETH 


Whereas Investor has purchased and is the owner of all the issued and out- 
standing shares of the Class “A” Stock of , ‘Dealer Com 
pany”, and 

Whereas Operator has purchased and is the owner of all the issued and out 
standing shares of the Class “B” Stock of Dealer Company, and 

Whereas the parties desire to provide for the purchase of their respective stocks 
interests in Dealer Company, 

Now, therefore, it is agreed that: 


Article I. Purchase of investor’s stock 


Investor hereby gives to Operator the right to purchase any number of ful! 
shares of stock held by Investor under the following conditions: 

A. Source of funds.—The purchase shall be made only from funds received by 
Operator as dividends or bonus from Dealer Company. 

B. Purchase price.—Operator shall pay the book value, computed under Article 
X, from the balance sheet of Dealer Company, prepared as of the Date of Pur- 
chase, less any dividends declared and paid on such Stock between the date of 
the balance sheet and the date of actual purchase. 

C. Date of purchase.—When the source of funds used by Operator to purchase 
the stock of Dealer Company from Investor is dividends received by Operator 
from Dealer Company, the date of purchase shall be as of the close of business 
on the last day of the calendar month preceding the month in which Investor 
receives the purchase price at its offices in Detroit, Michigan, provided such re 
ceipt is on or before the fifteenth day of the month. In all other cases, it shall 
be as of the close of business on the last day of the month of receipt. 

When the source of funds used by Operator to purchase stock of Dealer Com- 
pany from Investor is bonus received by Operator from Dealer Company, the 
date of purchase shall be as of the close of business on December 31 of the 
year whose earnings are used to calculate the amount of said bonus regardless 
of the date on which such funds are received by Operator or the date on which 
such funds are received by Investor from Operator. 

D. Place of sale.—It is understood that all sales are made at the offices of 
Investor in Detroit, Michigan. 


Article IIT. Dividends and bonus funds 


Operator agrees that, during the period of the option granted him in Article I: 

A. He will use all dividends received on his Stock and at least one half of any 
bonus received by him from Dealer Company to purchase Investor’s Stock ; 

B. He will immediately convert any Class “A” Stock which he purchases from 
Investor into Class “B” Stock. 

C. The amount of the bonus he receives from Dealer Company which he de 
sires to transmit to Investor for the purchase of Investor’s stock hereunder 
(which in no event will be less than 4 of the total amount of bonus he receives 
from Dealer Company) will be transmitted to Investor no later than five days 
after the receipt of such bonus by Operator. 


Article III. Termination or suspension of operator’s option 


A. Termination.—The right granted Operator under Article I shall automat! 
cally expire when and if Operator ceases, for any reason, to be President of Dealer 
Company. If the right granted Operator under Article I hereof is terminated 
then, within ninety days thereafter, Investor shall advise Operator either 

1. That Investor will purchase Operator’s Stock ; or, 
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That Investor will request the Board of Directors of Dealer Company to take 

necessary steps to liquidate the affairs of the company and distribute the pro- 
eds to its stockholders. 

» Suspension.—When the number of shares of Stock held by Investor has 

, reduced to 20% of the total numberof shares of Stock theretofore purchased 

vestor, the right granted Operator under Article I shall automatically be 

ended if and so long as Investor is the holder of any Long Term Indebted- 
of Dealer Company. 

le IV. Purchase of operator’s stock. 

investor advises Operator, under Article III, that it will purchase Oper- 

s Stock, then— 

Operator shall sell to Investor and Investor shall purchase from Opera- 

ll of his Stock in the following manner: 

Che Stock shall be sold at its audited book value, computed under Article X, 

n the balance sheet of Dealer Company, prepared as of the end of the eal- 

r month in which Operator’s right under Article I was terminated, less any 

dends declared and paid on such Stock between the date of the balance 

t and the date of actual purchase. 

The audited book value of the Stock shall be determined by Dealer Com- 
ny’s auditor, who, if any assets are overstated, is authorized for this purpose 
make such adjustments as in his judgment are necessary or proper to reflect 

true value of such Stock. The auditor’s decisions, made in good faith, 

shall be final and conclusive. 

If the audited book value of Operator’s Stock is zero, Investor shall pay 

Operator One Dollar ($1.00) for all of his shares. 

{. The purchase price of the Stock shall be paid or tendered to Operator 
by Investor within thirty days after Investor is advised in writing of the audited 
book value of the Stock. Such payment or tender shall be made by delivery at 

mailing to Operator’s last known address. Operator shall thereupon immedi- 

tely deliver to Investor (properly assigned and without further cost to Investor) 
the certificates for the Stock. 

B. Operator shall assign to Investor and Investor shall purchase from Oper- 
ator any Long Term Indebtedness held by Operator with interest calculated to 


the date payment or tender of payment is made by Investor. The payment or 

tender may be made by delivery at or mailing to Operator’s last known ad- 

dress. Operator shall thereupon deliver to Investor (properly assigned and 

without further cost to Investor) all evidence of such indebtedness. The Pay- 
nent or tender hereunder shall be made no later than the payment or tender 
r Operator’s stock under Section A of this Article IV. 


irticle V. Liquidation of dealer company 


If Investor advises Operator under Article III that it will request the liqui- 
ion of the affairs of Dealer Company, then the parties shall cooperate, each 
th the other, in expediting the necessary steps to liquidate the affairs of ana 
‘lve Dealer Company so that the parties may receive their respective shares 
f the proceeds of such liquidation as quickly as possible. 
cle VI. Undisclosed or unrecorded liabilities 
Investor shall have purchased and paid for Operator’s Stock under Article 
IV and there subsequently appear any undisclosed or unrecorded liabilities of 
Dealer Company properly applicable to or deriving from a period of time prior 
the date as of which the book value of Operator’s Stock was computed, then, 
upon demand by Investor, Operator shall repay to Investor the amount by which 
Investor overpaid Operator by reason of the omission of such undisclosed or 
unrecorded liabilities. Any expense or loss arising out of any act of commis- 
sion or omission, authorized or unauthorized, of Dealer Company or its agents 
prior to the date as of which the book value was computed shall also be deemed 
be undisclosed or unrecorded liabilities if such expense or loss is not reflected 
1 the books of Dealer Company as of such date. 
ticle VIT. Assignments 
Investor shall have the right to transfer and assign this agreement provided 
shares of Stock then held by Investor are also transferred or assigned and 


provided its assignees or transferees assume the obligations and liabilities 
herein imposed upon Investor. 


67272—56—pt. S——-40 
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Investor is a stockholder in Dealer Ci: 
transfer or otherwise dispose of wi 


Indebtedness held by Operator with 


ing procedure 
Company sha 
Inder. 


and/or Class “B” Stock shall, in the « 


“we ypted from time 


1] 
| 


sovern in determini 


parties, be decided by Dealer Company's au 
good faith, shail be final and conclusive 


Investor owns all the voting Stock and inay use 
nove Operator as a Director and to cause his remo 
mMpany Nothing in this agreement shall affect this 


; which Investor may have by reason of its voting con 


determining book value 


per re book value of the Class “A” and Class “B” Stock outstar 
ona given d will be ascertained by whichever of the following three <« 
putations shall be appropriate: 
th of Dealer Company as of such date is equal to or exceeds 
uie par Values of all its outstanding shares of Stock: By « 
such net worth by the total number of all outstanding sh 
rth of Dealer Company, as of such date, is less than 85 
the aggregate ir values of all its outstanding shares, but more than Sd‘ 
the aggregate par value of all the outstanding Class “A” shares of stock, ¢ 
Class “A” share shall have a book value of $85.00, and the then remaining n¢ 
worth shall be divided by the number of Class “B” shares outstanding to dete: 
mine the book value of each Class ““B” share. 

C. If the net worth of Dealer Company, as of such date, is less than 85 
the aggregate par values of all its outstanding shares, and is also less 
S5% of the aggregate par values of ali outstanding shares of Class “A” sto 
the book value of each Class “A” share shall be determined by dividing such 
net worth by the total number of Class “A” shares outstanding, and the | 
value of each Class “B” share shall be zero. 

The balance sheet to be used for the above computations shall, at the elect 
of the seller of the Stock, be one audited by Dealer Company’s auditor. 

Article XI. Other terms and conditions 

The terms “Stock’’, “Shares”, “Class A Stock’, and “Class B Stock” r: 
to shares of Dealer Company stock and include any such shares now held 
hereafter acquired by the parties, but excludes any such shares sold to or re 
deemed by Dealer Company. 

“Long Term Indebtedness” shall mean any indebtedness of Dealer Comp 
{as a principal and not as a surety or guarantor) having a maturity dat 
the time of the creation of the indebtedness of more than 18 months. 

The waiver by Investor in any one or more instances of any covenants of f] 
Agreement to be performed by Operator shall not be construed as a waiver of 
such covenants for the future, and said covenants shall continue in full foree and 
effect. 

This Agreement consisting of 6 pages shall be binding upon the parties, their 
respective heirs, executors, administrators, successors, legal representatives 
and assigns. No change hereof shall be valid unless made in a writing executed 
in the same manner as this agreement. 

IN WITNESS WHEREOF this agreement has been executed and delivered in du] 
eate at Detroit, Michigan, the day and year first above written. 

GENERAL Motors CORPORATION, 

Attest : Morors HOLpING DIVISION, 


Assistant Secrets 


Witness Operator 
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Section NAVI. Bonus AGREEMENT 


MENT made and entered into this 
he “Dealer 


» “Operator 
WI 
, Operato the President of Deale 


Dealer Ce 


npany desires to provide a plan for compensating Operato 


1e degree of his success in managing its business and affairs; 
FORE, the Parties agree with each other as follows 


jperator agrees that he will conduct the busines sand 


ny to the best of his ability and that he will adhere to its Business ! 


ind other Policies. 
f 
A 


Opera urther agrees that while he is President of Dealer Company he will 
100%e of his efforts to Dealer Company’s business. 
Dealer Company agrees to pay Operator, as its President, in addition to his 
ry, a bonus equal to one-third of its Earnings above 15% per annum on its 
ve month-end Capital for 
a) an initial period which shall be from » 19 
igh the end of the calendar vear unless no bonus is earned during said 
period, in which event the initial period shall be extended to include the 
ollowing calendar year ending December 31. 19 
(b) each calendar year after the initial period. 
Earnings” for the purpose of computing such bonus shall mean the net 
i¢ of Dealer Company after provision for all taxes but before deducting such 
s Phe accounting and reserve policies and procedures adopted from time to 
e by Dealer Company and in effect at the time shall be used as the base for 
ermining said earnings. 


Capital” for the purpose of computing such bonus shall mean the sum of all 
following: 
a) The aggregate par values of Dealer Company's capital stock outstand 
ing; and 
(b) The unpaid balance of any outstanding Long Term Indebtedness of 
Dealer Company; and 
(c) ‘he total of Dealer Company’s Capital Surplus, which shall mean the 
principal of any retired Long Term Indebtedness of Dealer Company and the 
aggregate Par Values of Dealer Company’s shares purchased or retired by 
Dealer Company. 
Long Term Indebtedness” means any indebtedness having a maturity at the 
time of its creation of more than 18 months, independent of acceleration. 
However, it does not include any such indebtedness with regard to which 
Dealer Company is solely a surety or guarantor, nor any such indebtedness 
ecured by a mortgage on realty, nor any such indebtedness undertaken by 
Dealer Company specifically to obtain funds to purchase realty or construct 
buildings thereon if such funds are used for that purpose 
Che amount of bonus due hereunder for each bonus period shall be deter 
ed by the Board of Directors of Dealer Coompany and shall be paid in cash 
Dealer Company on such date as may be fixed by said Board of Directors pro- 
led that such date shall not be later than February 28th of the year next 
lowing the bonus period. The amount so determined shall be deemed to be 
he amount of bonus due hereunder for such bonus period and shall not be open 
» adjustment for any reason. However, if at any time prior to the end of the 
following the bonus period the Board of Directors determines that this 
ount otherwise should have been more or less, it may fix an appropriate amount 
vhich is to be reflected in the computation of the bonus amount due hereunder 
‘the succeeding bonus period 
i. Should the Parties disagree as to the amount of any bonus due hereunder, 
Dealer Company's auditor shall decide the issue and his decision shall be accepted 
s final and conclusive provided the same is made in good faith. 
S. This Agreement shall automatically terminate if and when Operator. by 
reason of death, resignation, or remoyal, ceases to be the President of Dealer 
ompany. 
4%. If this agreement is terminated, the bonus provided in Paragraph 3 above 
hall be immediately and wholly voided as of the beginning of the then current 
ar or period; provided, however, that the Board of Directors of Dealer Com- 
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pany may in its discretion grant Operator such portion of bonus for said year 
period and on such terms and conditions as it may feel are justified. 

10. Operator recognizes and acknowledges the absolute right of the Board 
Directors of Dealer Company to remove him as its President at any time 
thereby to terminate this bonus agreement. 

WITNEss the execution hereof the day and year first above written. 

Attest : 

[ CORPORATE SEAL] 


Secretary 


~ Witness (Operator) 
Approved by the Board of Directors of Dealer Company: 


(Initials) 


Section X XVII. Morors Hoxipine Diviston 
DEALER INVESTMENT PLAN 
FOREWORD 


The purpose of this pamphlet is to explain in broad outline the basie facts 
and principles underlying the dealer investment plan of the Motors Holding 
Division, General Motors Corp. 

Specifically, this material explains why Motors Holding was organized, 
objectives, how its dealer investment plan operates so as to be of eatiocas 
assistance to acd ‘al Motors dealers, and the nature of the relations existing 
between Motors Holding and those dealers using its service. 


THE NEED, THE OPPORTUNITY, AND THE OBJECTIVE 


General Motors requires outlets for the sale of its various consumer products 
in all markets where those products are salable. In the case of its automotive 
products, that means practically everywhere. Its policy is to distribute such 
products through independent merchants, or dealers, who operate on their own 
capital for their own profit, in such a manner as they themselves may determine. 
Character, capacity, the willingness to work with the ambition to progress, as 
well as the requisite capital, have long been recognized as essential ingredients 
in the success of any business. The entire history of enterprise demonstrates 
the futility of expecting success where any one of these prime essentials is lack 
ing to an important degree. And this particularly applies to the retailing of 
automobiles and commercial vehicles. 

To synchronize these essential ingredients with the right location at the right 
time, and to do this on a broad scale, involves difficulties. It frequently 
happens that an individual offers the desirable personal qualifications, but 
through circumstances, is not in possession of adequate capital to finance a 
dealership properly. Thus, to promote ways and means of providing capital to 
those who can qualify appears to be both sound and desirable. Hence the need. 

The recognition of the need led, in 1929, to the development of the motors 
holding plan, now operated by the Motors Holding Division. 

The objective is to assist in the development of quality dealers, adequately 
and independently financed and operated, wherever needed. 

The plan was designed to provide a source of capital for eligible individuals 
on such a basis as would enable them, as a result of their own constructive 
efforts, ultimately to become independent merchants operating on their own 

capital created through the possibilities of the plan. It might well be said that 

General Motors could hardly use its resources to better purpose than by pro- 
moting its objectives through providing an opportunity for intelligent and am- 
bitious employees of General Motors or its dealers or any other individuals to 
acquire for themselves a successful business and financial security. 

In furtherance of this philosophy, the following three categories represent 
typical circumstances where Motors holding capital frequently is desirable: 

1. To supplement a prospective dealer’s capital resources to enable him to 
establish a new dealership, either succeeding an existing dealer or at an opel 
point. 





STUDY OF THE ANTITRUST LAWS 4455 


® To recapitalize an existing dealership in order to strengthen the company’s 
incial position and thus enable the dealer to take full advantage of the 
rket. 

® To enable a dealer to buy out inactive partners or to more efficiently re- 

rganize his capital structure. 


REQUIREMENTS FOR INVESTMENT 


Candidates for an investment by Motors Holding are selected by the car divi- 
ns (Buick, Cadillac, Chevrolet, Oldsmobile, Pontiac, and GMC Truck), Frigi- 
re and Detroit Diesel, on exactly the same basis as all potential General 
\lotors dealers. Essential qualifications are: Character, experience, ability, and 
icity to progress. 
The basie requirements for an investment by Motors Holding are: 
1. The dealer must be recommended by the division having jurisdiction. 
Che dealer must have demonstrated sales and management ability. 
rhe franchise must offer a satisfactory sales and profit potential 
The dealer must make a satisfactory investment, the exact amount of which 
depend on the circumstances but in no case less than 25 percent of the 
required capital. 
The dealer must subscribe to sound merchandising policies based on the 
ience and practices of successful dealers. These principles have been sum- 
zed in Policies of Motors Holding as a Stockholder in Dealership Corpora- 
issued by Motors Holding Division. 


INVESTMENT PROCEDURE 


ery effort is made to facilitate the prompt handling of an investment appli- 
n. The normal procedure may be outlined as follows: 
\pplicants for Motors Holding investment service should first confer with 
‘ division zone manager. 
When a mutual agreement is reached between the applicant and the car 
on zone nanager concerning an available car franchise, the zone manager 
ts a preliminary survey to his central office which recites the basic invest- 
factors that must be considered. 
Following the car division approval, this survey passes to General Motors 
central office for clearance. 
pon notice of clearance from General Motors Corp. central office, the local 
s holding branch manager investigates the proposed investment and for- 
s the investment survey, along with his recommendations to the motors hold- 
cecutive offices for final analysis and decision 
When the investment is approved, motors holding takes immediate action 
ve the new company organized and to consummate the completion of the 
ment. This generally requires only a few days and is finalized at the 


ler point by the motors holding representative in cooperation with the 


THE INVESTMENT PLAN 


gs minimum investment 


dealer’s initial investment must be a minimum of 25 percent of the total 

ed capital of the dealership, it may be more—in fact, the dealer is expected 
e all his available investment funds in the enterprise. Motors Holding 
des the balance to adequately capitalize the dealership. 

When an investment is agreed upon, the dealer is elected president and a 
ector of the company. He appoints all its personnel and is directly responsible 
the management of the enterprise. Motors Holding retains voting stock con- 

of the company during the period in which it owns stock. 

(he dealer makes his investment in the dealer company by the purchase of 

00 par class B (nonvoting) stock. Motors Holding Division makes one-half 
ts investment in 5-percent long-term notes and one-half through the purchase 
S100 par class A (voting) stock. Shares of each class participate equally in 
its on a per-share basis. 


Dealer’s compensation and profit sharing under the plan 


In addition to his salary for operating the dealership, the dealer receives an 
ial cash bonus for successful management amounting to 3314 percent of the 
profits of the dealer company in excess of 15 percent per annum on the total 


at 
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funds invested, including notes. This bonus is paid by the dealer company 
calendar basis and becomes a direct expense of the business. 

A bonus will be paid for the first fractional year of operation if more thay 
percent per annum is realized on the total funds invested, including notes. Wh, 
a bonus is not earned during the first fractional year, the initial bonus period y 
be extended to include the first fractional year plus the following calendar y 

In addition to his salary and bonus, the dealer is entitled to share, as a st 
holder, in all net earnings of the company, including the first 15 percent, sin 
taneously and proratably with Motors Holding on a per-share basis. 


Example of capital and profit distribution 


To illustrate bonus caleulation and profit distribution, the following exam) 
shows the results in a dealership having a total investment including note 
$100,000 ($62,500 stock and $37,500 notes) a minimum investment on the part 
the dealer of 25 percent and a year’s profit after taxes, and interest on 5-perc: 
notes and before bonus of $60,000 or a 60-percent return. 


Stock inves Number of | Percent 


ment snares owner 


Distribution of profits 
Year's profit of company Ox 
Dealer receives a bonus of 3314 percent of earnings above $15,000 
percent on total investment, including notes, of $100,000) 


Year's net profit, after bonus 


Dealer owning 40 percent of total capital stock receives 40 percent of 
year’s net proit, after bonus 

Motors Holding owning 60 percent of total capital stock receives 60 per- 
cent of year’s net profit, after bonus 


Total 


Recapitulation 
Dealer: 
Bonus 
Equity in stock earnings 


Total dealer’s share 
MHD: Equity in stock earnings 


Total a at 10, OOO 
If the dealer invests more than 25 percent of the total required capital or as his 
equity in the dealer company increases, through the operation of the plan, his 
share of the earnings increases. 
For example: Using a $100,000 company with annual earnings (after taxes 
and after interest on 5 percent notes) of $60,000 with the dealer’s equity 
percent of the total capital, the distribution of earnings would be as follows 


Dealer MHD 


Stock investment : ‘ wis $50, 000 $25, 000 


Earnings g 
3onus ace isuaas = 15, 000 None | 


Allocation Ist 15 percent of earnings 10, 000 | 5, 000 | 


Allocation balance of earnings remaining <¢ 5 20, 000 | 10, 000 


15, 000 | 60, 00 


Total earnings ; ‘ei ok Sadie Cilio . kate 45, 000 | 
' 
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hution of losses 

the event of losses in the dealership, such losses up to 15 percent of the 

outstanding stock are shared proratably based on stock holdings, by Motors 
to 15 percent of the 


ling and the dealer. Losses above an amount equal 
to the amount of his 


lige 


outstanding stock are assumed by the dealer up 
estment, 


mm agqgreeite nt 
the time Motors Holding makes an investment 
in agreement with the dealer which provides, among ot] 


That the dealer shall have the option to purchase Motors Holding’s stock 
In fact, to assure the 


in a dealership, it enters 
er things: 


dealership from his dividends and bonus funds, 
pt acquisition of its stock, the agreement requires that he use all of his 
least one-half of his bonus funds for this purpose. 


dends and at 
i reduced to 20 percent of the 


That when MHD ’s stock interest has been 
purchased by it, if there are any notes outstanding in the hands of MHD, 
must be retired by the dealer company and/or purchased by the dealer 
the balance of MHD’s stock may be reduced. 
That in the event the dealer’s connection with the 
| by incapacity, death, resignation, or removal, Motors Holding Division 
company is to continue in business, purchase his stock and 
In the event the dealership is discontinued, the dealer 


dealership is termi- 


the dealer 
company notes 
d his share of the proceeds in liquidation. 
he latter provision insures the dealer prompt and full settlement for his 
est and, in the event of his decease, usually relieves his estate of the ne 
ty of liquidating with the inevitable heavy dissipation of assets. 


il 


tional information 


The fact that Motors Holding Division 
way affects the status or relationship of the dealer with respect to his 


is a part of General Motors Corp 


sibilities under the franchise. 
president, who is always the dealer, 
wer and authority to administer the affairs of the company in accordance 
he policies adopted by the directors. 

etary-treasurer is responsible for maintaining the company’s records 


is elected chief executive officer with 


as chief executive 


1 


ecounts 
all but the elected personnel and, 
and 


president appoints 
s wholly responsible for securing a proper sales and service volume 


factory net profit 

Motors Holding has an investment, the dealership is assured of adequate 
to mneet all necessary requirements. Should the initial investment prove 
if the need for it is indicated. 

its representatives maintain fre 
of counseling with him with re 


cient, additional capital is availabl 
ving an investment by Motors Holding, 
ontact with the dealer for the purpose 
to the financial and operating problems of the dealership. 

rs Holding Division, General Motors Corp., reserves the righ 
its dealer investment plan at any time without notice. 


t to make 


PROVISIONS OF MOTORS HOLDING INVESTMENT PLAN 


estment: 

Dealer Required to invest at least 
class B (nonvoting) stock. 

MHD—Invests balance up to 75 percent ot required capital, 
equally divided between 5 percent notes and class A (voting) 


25 percent of total capital, in 


stock. 
Stock ownership: 
Dealer—$100 par (nonvoting) class B stock. 
MHD—S$100 par (voting) class A stock. 
Dealers bonus: Dealer receives a bonus of one-third of net profits, 
after taxes, above 15 percent per year on the funds invested, in- 


cluding notes, 
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Allocation of surplus remaining after payment of dealer’s bonus: 
Class B stock—Participates proratably with class A stock. 
Class A stock—Participates proratably with class B stock. 

Retirement of notes: 

Dealer corporation—45 percent of each calendar year’s earnings, 


after bonus, or the amount required to pay off the notes entirely, 
whichever is the lesser, aatte used, and not later than Janu- 
ary 15 of the ensuing year, to retire notes. The balance (55 
percent) will be available for dividends only. 


Special provision—When MHD’s stock interest has been reduced 


to 20 percent of the stock purchased by it, if it then holds any 
notes of dealer company, they must be retired by the dealer 
company and/or purchased by the dealer before the balance of 
MIID’s stock may be reduced. 


Dealer—May purchase notes from MHD with his earnings from 


the dealer company, when special provision applies. 


Retirement of MHD’s stock interest: 
Dealer corporation—After there are no notes outstanding, when 


dividends are paid, an amount equal to 30 percent of earnings 
available for distribution may be used by the dealer corpora- 
tion to retire class A stock at book value. In calendar year in 
which notes are finally retired, if such retirement requires 30 
percent or more of the dealership’s earnings, no stock should 
be retired. If less than 30 percent is required to retire notes, 
stock may be retired in an amount sufficient to make the com- 
bined retirements equal to 30 percent of the earnings. 


Dealer—Required to use at least 50 percent of his bonus and all 


of his dividends for the purchase of MHD’s class A stock, sub- 
ject to minimum stock retention by MHD, which stock must be 
immediately converted into class B stock. 


Allocation of losses (deficit) : 
Class B stock—Shares proratably with class A stock in deficits 


up to 15 percent of total outstanding capital stock and there- 
after to full extent of its par value. 


Class A stock—Shares proratably with class B stock in deficits 


up to 15 percent of total outstanding capital stock. 





(Ig¢61 ABIX) BuTploH 81010 covet ‘Te °00q] 18 SJUOUTISOAUT 1 


Aq JUSTIISOAUT YOOIS PUB UBOT UOBUTQUIOD I0J apyAoid 07 pesueyo upd JUsUIISeAU] ¢ 


ase | we ‘61Z ‘TE | SZ "186 162 $ [810,L 
“L009 ‘FIZ ‘8 SOT ‘612 ‘ZE CZ “186 ‘162 ‘9T 


Nn 
S 
< 
-- 
E 
NM 
~ 
jon 
oe 
— 
e 
4 
< 


a a ‘ ‘ (0g “3dae 03) 
OT “L8E ‘806 | LT 619 ‘198 £6 “LOL ‘1F9 ‘e ‘Ie ) BIZ ‘Seb 'e oL8 269 
$0 £98 ‘B10 | 89 GES ‘ZZ 19 “@1e ‘222 ‘1 > (Lie 088 "6 
Il ‘92 ‘OFS ‘F | LI “egg ‘IS8 | $6 ‘OLL ‘F66 ‘T , : ¢ 
6g 


“4 


THE 


‘pe 


00 ‘89% ‘SOF | 2% 6LE ‘OLE | $2880 ‘LZ$ : 8 eI 

eI 006 £1 690 ‘006 © 69 10 

6h 'LLZ ‘PSE * 6h LLZ ‘HE £ be 

60 628 ‘Llz | 60 628 °22z 7 t9 b 
¥S ‘SIL ‘SZ8 pg SIL os a 
OF 79S “bLZ 08 79% ? -4 123 


OF 


STUDY 





4460 STUDY OF THE ANTITRUST LAWS 


Srecrion XXX. THe DEVELOPMENT AND GROWTH OF GENERAL Mot 
Statement by Harlow H. Curtice, president, General Motors 
I. FOUR BASIC REASONS UNDERLYING OUR GROWTH 


my understanding that the purpose of these hearings by your subcom: 
to make an economic study of General Motors Corp. and more specifi 
» seek Out the reasons for General Motors’ growth. 
May I first make the point that the growth of General Motors has taken plac 
ncipally over the past 35 years. This period coincides with that in which the 
ies and business of the corporation have functioned under the existing man 
ement organization 
In my opinion, there are four principal reasons for our success. These a 
t. the dynamic growth of our country; second, the even more rapid growth 
automobile industry; third, our management structure; and, fourth, 
ich to problems 
obvious that our country has grown tremendously since the early 1920's 
one measure of growth, our gross national product has increase 
dollar basis. Actually, in terms of current dollars 
rom about SO billion to a current rate of 395 billion. 17 
and businesses of all kinds have grown. 
would have grown substantially over the past 35 years had it 
an keep pace with the growth of the country. 
the automobile industry, and with it General Motors, has grow: 
has the country. Over the years our industry has become an 
nportant factor in the economy, supplying the vital needs of trar 
goods and people. Its contributions to the Nation’s expanding « 
f useful goods and services have become increasingly significant. 
eneral Motors has grown faster than has the automobile industry as a whole 
t hbviously, we have made things that people wanted, and people in increas 
ave bought them. We have built up customer satisfaction in our 
equally important, the constant improvement in our cars | 
l er desire for the new model by making him dissatisfied with t 
\s one newspaper expressed it, to find the reason for General Motors’ su 


‘ss it is necessary to “get out of the hearing room and into the showroom. Th 
reason GM is big is because people want to buy its products. The reason people 
want to buy its products is that they are good and they are priced right.” 

General Motors has been able to offer greater dollar values in its products, a1 

the same time it has been able to operate efficiently to provide dividends f 
shareholders and substantial sums for reinvestment in the business. 


one nay well ask why and how: and this brings me to what to my mi! 
the two fundamental reasons for the success of General Motors. 
oth fall under the heading of what might be termed management philoso] 
When this General Motors philosphy was formulated in the early 1920's 
I might add that the credit for its formulation largely goes to one man, Alf 
P. Slown, Jr.—it was unique as applied to industry. That it is no longer uniqu 
is in itself evidence of its soundness. 

The first element of this philosophy has to do with organizational structur 
the second with our approach to problems soth, of course, concern people 
in fact, can only be put into practice by people. 

It is in this sense that in General Motors we often speak of the importance 
people, and stress the fact that it is people that make the difference betwee 
one organization and another. In a more fundamental sense, however, thi 
people of one organization are more effective than those of another because 
the organizational structure enables them to work as a more effective teal 
and because the organization’s philosophy gives them a better aproach 
problems 

Each of these two elements—organizational structure and approach to pt 
lems—complements the other and each reinforces the other. Because of tl 
importance, I should like to discuss each in turn. 


Il. UNIQUE ORGANIZATIONAL STRUCTURE 


To fully appreciate the revolutionary nature of the organizational structul 
developed by Mr. Sloan in the early 1920's it is necessary to appraise it in the 
light of conditions as they existed at that time. The business enterprise 


which the present management took charge of in 1921 had been put together 





Division 
Final Amendment 

Buick - Flint c Tank Tran 
Buick ~ Flint 
Cadillac 
Chevrolet Motor - Indianapolis 
Chevrolet Motor - Detroit 
GMC Truck & Coach 
Oldsmobile 
Oldsmobile 
Oldsmobile 
Pontiac 
Pontiac 
Fisher Body - Grand Rapids 
Fisher Body - Grand Blanc 
AC Spark Plug 
AC Spark Plug 
AC Spark Plug 
Brown-Lipe-Chapin 
Brown~Lipe-Chapin 
Central Foundry - Danville 
Central Foundry Danville 
Central Foundry - Danville 
Central Foundry - Saginaw 
Central Foundry - Saginaw 
Central Foundry - Saginaw 
Central Foundry - Saginaw 
Central Foundry ~- Danville 
Central Foundry - Danville 
Delco Radio 
Delco-Remy - Muncie 
Delco-Remy - Anderson 
Delco-Remy - Anderson 
Delco-Remy - Anderson 
Delco-Remy ~ Anderson 
Delco-Remy - Anderson 


Product 


smissions 

J-65 Jet 

Tank Transmissions 

6x6 Truck Cabs 

6x6 Truck Axle 

6x6 Truck 

9OMM Gun 

3-1/2 Rocket 

Components - J-65 Jet 

4OMM Gun - AMPH. c.c. TH6EL 
LOMM Gun 

Components FSLF Jet 

M-48 Tank 
Aircraft Plugs 
Aircraft Plugs 

Sky Sweep and Converter 
Components J-65 Jet 
Components J-65 Jet 
Castings - Military Vehicle 
Castings - Military Vehicle 
Castings « Mil. Veh. Etc. 
Castings - Tanks and Trucks 
Castings Tanks and Trucks 
Castings - Tanks and Trucks 
Castings - Tanks and Trucks 
Castings - Tanks and Trucks 
Castings - Aircraft Tanks 
Sights & Sky-Sweep 

Sub. Battery Equipment 

Sub. Electric Equipment 
Sub. Electric Equipment 
Compressor Blade - Jet 
Components T-40 Jet 
Components T-40 Jet 
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(1) Reasonable cost variance and other changes. Final amendment not 
submitted to 0.D.M. per D.P.A. Regulation No. 1, Interpretation 2. 
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Ord. 
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Ord. 
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& USAF 


& USAF 


. & USAF 
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Date Approved 
Amendment 


Original 


8-10-51 
412-51 
lie 2-51 
5- 6-52 
4-18-52 
hu 3-52 
5~ 9-52 
ll- 8-51 
10-27-52 
8~ 3-51 
8- 3-51 
771552 
10-26-51 
12-14-52 
3-16-51 
8- 3-51 
12-14-51 
12-12-51 
9-21-51 
11-23-51 
l- 6-53 
8-17-51 
Ll- 2-51 
12-19-52 
12-14-51 
1+ 4-52 
12614-51 
5- 5-52 
T- 3-51 
8. 3-51 
8- 1-52 
52852 
B= 3-51 
l- 9-52 


STATUS CF APPLICATIONS FOR NECESSITY CERTIFICATES 


11-23-53(1) 
6-25-54(1) 
ll- 1-52(1) 
10«27~52 
12-31-52(1) 
1--19-53(1) 
10-29-53(1) 
10+29+53(1) 
9-13-54(1) 
5~17-54 
6-21-55 
Q- 1-53(1) 
422-55 
ee 
4~10-53(1) 
6-17-54 
12-21-53(1) 
1- 6-54(1) 
- 7-52 


aan 

12-29-53(1) 
2-26-54 
2-11-54 
6-17-54(1) 


Cer 
Serial Re 
Number 


2712 
3396 1 
4223 
11238 
11236 
11244, 

5474 
5470 
22000 

7682 z 
7636 i 
19304 

7683A 1 
10344 

3060 

7659 

11253 

11.252 

4.232 

4232 

19301 

4231 

8361 

19305 

10343 
10351 
10349 
11249 

4205 

hook 
21281 
18056 

7690 
14506 





Certificate Certificate Percent 

Serial Requested Subject to Percent Granted Granted 
Number Fo? Deductions Certification Certified = To So 
2712 3,449, 304 17,409 3,431,895 75 2,573,921 5 
3396 14,238 , 083 1,174,083 13,064 , 000 ‘2 9,798,000 69 
4223 93,247 ~ 93,247 65 60,611 65 
11238 33,515 - 33,515 50 16,757 50 
11236 821,001 - 821,001 50 410,501 50 
11244, 295 ,269 80, 328 214,941 65 139,711 47 
5474 2,724,218 9,353 2,714,865 Lo 1,085 , 946 ho 
5470 91,209 - 91,209 65 59,286 65 
22000 680,134 92 ,631 587 ,503 65 381,277 56 
7682 11,018,198 597,532 10,420,666 75 7,815,500 Ti 
7636 11,951,632 515,495 11,436,137 75 8,577,103 72 
19304 81,588 - 81,588 4S 36,725 45 
7683A 11,534,290 2,638,795 8,895,495 65 5,782,072 50 
10344 114,592 - 114,592 65 Th 485 65 
7659 8,938,741 889,625 8,049,116 75 6 ,036 .637 62 
11253 2,069,305 - 2 ,069, 305 6 1, 345,046 65 
1.252 7,449,427 365 , 350 7,084,077 65 4,604,650 62 
4232 394 ,O10 - 394,010 75 295 ,508 75 
4232 772,492 - 772,492 ES 502,120 65 
19301 208 , 338 9,416 198,922 65 129,299 62 
423) 1,151,457 - 1,152,457 75 863,593 75 
8361 164,408 - 164,408 65 106 , 865 65 
19305 229 ,629 - 229,629 65 149,259 65 
10343 751,243 - 751,243 65 488 , 308 65 
10351 14h 455 - 14h 455 50 72,228 50 
10349 6,097 , B41 - 6,097 , 841 65 3,963,597 65 
11249 570,944 5,300 565 ,644 65 367 ,66°¢ 64 
ees 262 ,523 - 262 ,523 75 196 ,892 75 
kook 4,223,502 2,853 4,220,649 75 3,165,487 75 
21281 178,655 - 178,655 65 116 ,126 65 
18056 786 ,633 - 786 ,633 65 511, 311 65 
7690 7,880, 383 326 ,683 7,553,700 75 5,665,275 2 
14506 2,861,790 - 2,861,790 65 1,860,164 65 
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Detroit Transmission 
Guide Lamp 

Harrison Radiator 
Harrison Radiator 
Harrison Radiator 
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Hyatt Bearings - Clark Township 
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Hyatt Bearings 

Hyatt Bearings 
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Hyatt Bearings 

Hyatt Bearings 

Hyatt Bearings 
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New Departure - Bristol 
New Departure - Meriden 
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New Departure - Meriden 
New Departure - Bristol 
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New Departure - Sandusky 
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New Departure - Bristol 
New Departure - Sandusky 


Rochester Products 
Rochester Products 
Rochester Products 
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Saginaw Steering Gear 
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R. Finder & Hyd. Trans. 
F-Tanks FO4F Jet 

6x6 Radiators 


Exchangers and Coolers 
Components J65 Jet 
Roller Bearings 
Roller Bearings 
Roller Bearings 
Bearings - Jet Engines 
Roller Bearings 
Bearing - Tank 
Roller Bearings 
Roller Bearings 
Roller Bearings 
Roller Bearings 
Roller Bearings 
Ball Bearings 
Ball Bearings 
Ball Bearings 
Ball Bearings 
Ball Bearings 
Separators 
Ball Bearings 
Ball Bearings 
Ball Bearings 

211 Bearings 
Inst. Bearings 
Fuel Control 
Primer M-57 


Tubing Parts 
Car .(R3350) ,M28B2 Per.Pr.Pts. 
Actuators 

Hyd. D.F. - 84 
Cross D. Trans. 
Cross D. Trans. 


Final amendment not 
Oo. 1, Interpretation 2. 
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Date Date Approved Serial 

Product enc Filed Original Amendment Number 

der & Hyd. Trans. Ord. 2- 6-51 7-13-51 Q- 1-54(1) 3000 
s F84F Jet USAF 6-15-51 12-12-51 3-12-54(1) 11234 
diators Ord. 6-15-51 3-19-52 12= 3-52(1) 11235 
gers and Coolers Ord. & USAF 1-14-52 4h. 1-52 3-27-53(1) 17460 
ents J65 Jet USAF 6-15-51 12-14-51 6-21-54 11231 
Bearings Ord. & USAF 3-22-51 9-22-51 9-25-52(1) 5567 
Bearings Ord. & USAF 3-22-51 12- ke. = 9-25-52(1) 5567 
Bearings Ord. & USAF 9-17-51 he 3-5 12-14-53(1) 14505 
gs - Jet Engines USAF 2-27-51 3-16-5 2-17-54(1) 3399 
Bearings Ord. & USAF 3-30-51 8-10- ns 10- 7-54 7681 
g - Tank Ord. 2-27-51 8-10-51 3-30-55(1) 3401 
Bearings Ord. & USAF 4-20-51 lle 2-51 3-30-55(1) 8363 
Bearings Ord. & USAF 6-15-51 12-19-51 3-30-55(1) 11251 
Bearings Ord. 6-15-51 h- 3-52 3-30-55(1) 11258 
Bearings Ord. & USAF 5- 8-52 6-19- = 3-30-55(1) 20130 
Bearings Ord. & USAF 3-13-52 3-13-5 6- 8-55(1) 19001 
earings Ord. & USAF 3-22-51 9-21- “51 T- 9-52 5472 
earings Ord. & USAF 3-22-51 11-27-51 T- 9-52 5472 
earings Ord. & USAF 3-22-51 9-21-51 T- 9-52 5478 
earings Ord. & USAF 3-22-51 11-23-51 T- 9-52 5478 
earings Ord. & USAF 12- 7-51 4-15-52 5-18-54 16524 
tors USAF 4-20-51 ll- 2-51 10-10-52 8362 
earings Ord. & USAF 6-15-51 kh. 3-52 1l- 5-53 11257 
earings Ord. & USAF 3-22-51 9-21-51 1-26-53(1) 5479 
earings Ord. & USAF 3-22-51 3=12-14-51 1-26-53(1) 5479 
earings Ord. & USAF 6-12-51 12-14-51 7-20-53(1) 10348 
Bearings USAF 3-30-51 8-10-51 - 7687 
ontrol Ord. & USAF 2-16-51 8-10-51 12-15-52(1) 2999 
M-57 Ord. 6-15-51 l- 3-52 5-18-54 11230 
Parts Ord. & USAF 8-15-52 3-12-53 7-26-54(1) 21999 
3350) ,M28B2 Per.Pr.Pts. Ord. & USAF 4-28-52 T- 2-52 2-28-55(1) 19889 
ors USAF 2-16-51 3-16-51 9-25-52(1) 3059 
F. - 8h USAF 6-15-51 12-14-51 7-20-53(1) 11241 
D. Trans. Ord. 3-14-51 9-21-51 4e 1-53(1) 4230 
D. Trans. Ord. 3-1h-51 9 12- 4-51 ke 1-53(1) 4230 


Certificate Certificate Percent 


Serial Requested Subject to Percent Granted Grarntec 
Number For _ Deductions Certification Certified For to Req. 
3000 9,468,699 - 9,468,699 75 7,101,524 75 
11234 1,747,930 - 2,747,930 65 1,136,155 65 
11235 147,755 - 147,755 65 96, O40 65 
17460 70,954 2,703 68,251 50 34,126 ko 
11231 4 354,925 220,784 4 134,141 65 2,687,192 62 
5567 1,148,921 56,624 1,092,297 60 655, 378 57 
5567 36 ,855 - 36 ,855 0 18,427 50 
14505 347,029 6,350 340,679 50 170,340 49 
3399 287 , 232 - 287 , 232 90 258,509 30 
7681 5 ,635 ,899 403,700 5,232,199 75 3,924,149 70 
3401 2,395,841 - 2,395,841 75 1,796,881 7 
8363 388 , 838 - 388 , 838 65 252,745 
11251 4 248 ,568 3,104 4 2k5 , 464 65 2,759,552 65 
11258 105 , 888 - 105 , 888 50 52,944 50 
20130 177,260 - 177,260 ho 70,904 4O 
19001 485 ,796 10,2k2 475,554 65 309,110 64 
5472 139,890 - 139,890 75 104,918 75 
5472 49,518 - 49,518 65 32,187 65 
5478 84,217 - 84,217 75 63,163 75 
5478 53,586 - 53,586 65 34,831 65 
16524 802 , 568 - 802 ,568 50 401 ,284 50 
8362 G4 562 - 94 562 65 61,465 65 
11257 106 ,056 - 106 , 056 50 53,028 50 
5479 TT ,087 - TT , 087 BD 57,815 75 
5479 75,180 - 75,180 65 48 , 867 65 
10348 699, 320 - 699, 320 65 454 558 65 
7687 4 128 ,033 - k ,128 ,033 75 3,096 ,025 5 
2999 2,343,255 - 2,343,255 75 1,757,441 75 
11230 110,899 - 110,899 65 72,084 65 
21999 506 ,515 - 506,515 65 329,235 65 
19889 164,015 - 164 ,015 65 106 ,610 65 
11241 691, 322 691, 322 65 449,359 65 
4230 22,915 22,91 75 - 


S “ o 
4230 372,410 350,647 21,763 65 14,146 L, 
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Aeroproducts 
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Aeroproducts 
Aeroproducts 
Cleveland Diesel Engine 
Cleveland Diesel Engine 
Detroit Diesel Engine 
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Euclid Road Machinery 
Euclid Road Machinery 
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Euclid Road Machinery 
Delco Appliance 

Delco Appliance 
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Delco Products 

Delco Products 
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Frigidaire 

Frigidaire 
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Inland Manufacturing 
Inland Manufacturing 
Moraine Products 
Moraine Products 
Moraine Products 
Packard Electric 
Packard Electric 
Proving Ground 
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submitted to 0.D.M 


Reasonable cost variance and other changes. 
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Operations 
Operations 
Operations 
Operations 
Operations 
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xX Eng. D. Turbo & Jet 
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X E. Design & Dev. - Jet 
X Red. of Critical Mat. - Jet 
X CD. Trar & Eng. 
X Actuator 
X Prop. Ao44 FN-Cl 
X Exp. Propeller 
x Prop. Assembly 
X Prop. Test, Etc. 
Xx Prop. A644 FN-Cl 
x Prop. A2D & R3Y 
X D. Eng. Generator 
X New D. E 
X Auxiliary Generator Assembly 
X Wint. Diesel Engine Sets 
X Auxiliary Generator Assembly 
xX Jet F. Nozzles 
X Parts D. Loco. 
X Heavy Duty Vehicles 
X Heavy Duty Vehicles 
X Service - Heavy Duty Vehicles 
X Service - Heavy Duty Vehicles 
X Lear C. Assembly Parts 
x Motors - FO4uF Jet 
x Motors F-34 Jet 
X Aircraft Fuel & Booster Pumps 
X Tank Shocks 
X Tank Shocks 
Prop. A-644 FN-Cl 
F. Controls - Jet 
X Prop. A-644 FN-Cl 
x Tank Part 
xX Tank Tracks 
X Bearings - Tanks 
Plates - T. Trans. 
X Part 6x6 Truck 
X Tank & Truck Wiring 
X Tank & Truck Wiring 
x Test M. Veh. 


Final amendment not 
1, Interpretatior 
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USAF 
USAF 
USAF 
USAF 
USAF 
USAF 
USAF 
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Reynolds 


Ord. 
Ord. 
Ord. 
USAF 
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Ord. 
Ord. 
NPA 

NPA 

Ord. 
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Ord. 
Ord. 


' 
Me 
' ' ' ‘ ' ' 
ww 
wv 


hw 
' 


MAWIVIwWNW 


PRP RP PRP RP RP RPRPRPRPANE DP 


' ' 
' 
WWW TT) 7 OT 


RWW Of FOAM WWww FMW C 
WEED OOUDNNDODWUONNNW AO-~) 


NRMeRrRNMNrR Hr MWY 





Date Approved 


Original Amendment 


12- 4-51 he 1-53(1) 


9-21-51 2- 4-53 
12- 4-51 2- 4-53 
7-22-52 2-20-53(1) 
7-15-52 6 = 1-53(1) 
2-11-52 10-18-54(1) 
3-20-51 = 4-27 -53(1) 
8-10-51 10-16-53 
lie 2-51 12- 3-53(1) 
3-19-51 12-14-53(1) 
7-21-52 = 3-23-54(1) 
l- 3-52 = 2= 4-55 
12-12-51 5-27-55 
1-17-52 3-18-53(1) 
3-26-51 12-30-53(1) 
3- 5-51 9-29-52 
5-21-52 ll- 6-52 
3-17-52 11-10-52 
3-16-51 = 55 5-53(1) 
11-15-51 
3- 4-51 1+ 5-55(1) 
2-29-52 3 =1- 5-55(1) 
4e 1-52  1- 5-55(1) 
4. 1-52 l- 5-55(1) 
7T- 3-51 2-16-53 
7-23-52 12-14-53(1) 
12-12-51 10-21-54(1) 
6- 4-52 12- 3-52(1) 
5- 1-52 12- 3-52(1) 
ll- 2-51 2-15-54(1) 
7-27-51 =: 1-16 -53(1) 
7-27-51 = 1-16 -53(1) 
7-27-51 =1-16-53(1) 
ll- 251 10-29-52 
6-13-52 3- 9-53 
ll- 2-51 l2- 1-52 
ll- 2-51 12-31-52(1) 
12-14-51 1-20-54(1) 
9-21-51 2-11-53 
12- 4-51 2-11-53 
11-29-51 3-25-54 


Certif: 
Serial Reque: 


Number Fo! 
4230 1,98 
4229 43 
4209 33 

19890 8 

19891 10' 

11259 58 
2710 23 
5477 91 
4233 18 
1481 16! 

19705 9 

11243 55! 

112h2 1,51 
8946 a7 
1226 1,72 
1227 Liar 

11246 19 

10350 ky 
3398 1,81 
9043 5,97 
1996 1,89 

13689 95 
6183 19 
6183 4 
2711 3 

19302 15 

11232 6,38 

19002 4 

18055 9 
8356 11 
5568 4,39 
5569 12,25 
5570 1,43 
3001 34 

11239 27 
8358 8 
8354 7S 

10341 5 
4226 2k 
4226 34 


1824 92 


Certificate Certificate Percent 
a1 Requested Subject to Percent Granted Granted 
er For Deductions Certification Certified For to Reg 
0 1,988,710 = 1,988,710 25 497,178 c 
. 436,289 13,492 422,797 75 317 ,098 73 
9 338,147 27 ,293 310,854 65 202 , 056 60 
0 80,696 3,914 76,982 65 50,038 62 
lL 105,196 3,293 101, 903 65 66 , 237 63 
9 589,278 - 589,278 65 363,032 65 
0 233,256 - 233,256 90 209 , 930 90 
T 913,851 - 913,651 5 685 , 388 15 
3 183,202 - 183,202 65 119,081 65 
l 164,714 - 164,714 90 148,243 90 
> 93,232 34 ,603 58,629 60 35,177 30 
3 554,825 18,229 536,596 65 348 , 787 63 
2 1,519,880 - 1,519,880 65 587 , 922 65 
6 1,173,088 - 1,173,088 50 586 , 544 50 
6 1,723,105 - 1,723,105 y ie. 1,292, 329 7 
7 1,176,999 52,276 1,124,723 80 899,778 76 
6 196,425 - 196,425 65 127 ,676 6: 
0 413,869 96 ,730 317,139 65 206 ,140 5¢ 
8 1,818 ,746 - 1,818 ,746 75 1,364,060 7 
3 5,973,770 50,523 5 923,247 40 2,369,299 me 
6 1,897 ,377 = 1,897,377 50 948 ,689 56 
. 954,108 28 , 883 925 ,225 60 555,135 5 
3 193,245 . 193, 245 50 96 ,622 
3 43 47h 6,396 37,078 60 22,2h7 
1 35,780 - 35,780 5 26 , 83 
2 158, 375 - 158, 375 65 102 , 94! 
2 6 , 389,322 351,252 6,038,070 65 3,924,746 61 
2 4,287 “ 41 , 287 65 26 , 837 
5 92,810 - 92,810 50 46,405 0 
6 114 ,206 - 114,266 65 74,292 6 
8 4,392,970 812,516 3,580,454 75 2,685 . 34 
9 12,253,552 4,085 , 564 8,167,988 75 6,125,° D1 5U 
0 1,431,849 243 414 1,188,435 75 891, 326 62 
1 342,634 - 3h2 634 65 222,712 65 
9 271,224 - 271, 22h 50 135,612 50 
8 81 ,665 - 81,665 65 53,082 65 
“ 791,727 - 791,727 65 514,623 
1 57,724 “ 57,724 50 28 ,€ 2 
6 aks ,422 69,033 176 , 389 5 132,292 
6 345 ,035 18,631 326 , 404 65 212,162 1 
4 920 , 848 604,119 316,729 65 205 , 874 22 
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STATUS OF APPLICATIONS FOR NECESSITY CERTIFICATES 
AS OF JUNE 30, 1955 


Division 


Applications Denied 
Cadillac - Cleveland 


Fisher - Grand Rapids 

AC Spark Plug 

Central Foundry - Defiance 
Central Foundry - Defiance 
Delco-Remy - Muncie 
Delco-Remy - Anderson 
Harrison Radiator 


New Departure - Bristol 
New Departure - Bristol 
New Departure - Meriden 
New Departure - Sandusky 
New Departure - Bristol 
New Departure - Meriden 
New Departure - Meriden 
New Departure - Meriden 
New Departure - Meriden 
New Departure - Sandusky 


Saginaw Steering Gear 
Allison 

Allison 

Allison 

Allison 

Allison 

Cleveland Diesel Engine 
Cleveland Diesel Engine 
Diesel Equipment 
Fabricast 

Delco Products 

Packard Electric 
Packard Electric 
Proving Ground 

Process Development 


Denial appealed September 26, 1951 
Denial appealed May 29, 1952 
Denial appealed September 13, 1951 
Denial appealed March 2€, 1952 

Memo total of denied applications $14,999,069 


g 
eRe, é 


PS PS PS PS PS > PS DS DS OS PS OS OS DS DS DS DS DS Dd DS OS DS PS DS DS DS DS DS OS PS PS [ang 
ty 





sia Product 
Military Tanks 
Components FOF Jet 
Aircraft Plugs 
Castings - D. Engine 
Castings - Tanks & Trucks 
Sub. Battery Equip. 
Ignition - Ord. Veh. 
Exchangers and Coolers 
Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Ball Bearings 

Sky Sweep and Slide 
Parts D. Loco. 

Cross Drive Trans. 
Jet & Turbo P. Engines 
Prec. Bearings 
Cross Drive Trans. 
D. Engines 

Pack. Eng. Parts 
M-71 Injector 

Tank A. Castings 
Generators 

Aircraft Cable 


Cable: 
Test M. Veh. 
Test Jet Blades 


(Denial affirmed by D 
(Denial affirmed by D 
(Denial affirmed by D 
(Denial affirmed by D 
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Product 


y Tanks 

ts F8uF Jet 
Plugs 

5B - D. Engine 

B - Tanks & Trucks 
tery Equip. 

- Ord. Veh. 
prs and Coolers 
Brings 

Brings 

Brings 

Brings 

Brings 

Brings 

brings 

Brings 

Arings 

brings 

Pp and Slide 
Loco. 

ive Trans. 

bo P. Engines 
parings 

ive Trans. 

hes 

hg. Parts 
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Castings 
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Veh. 
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Date 


Denied 


11-23-51 
12- 5-51 
2-18-52 
9-22-51 
li- 8-51 
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Serial 
Number 


11229 
5473 
16526 
5566 
8360 
8353 
8359 
8355 
19303 
17818 
10346 
11240 
11256 
20583 
17820 
17459 
22403 
22ho2 
3400 
20572 
20573 
5471 
11250 
18558 
11233 
11245 
11237 
4227 
8357 
5475 
10342 
10345 
11254 


Certificate 
Requested Deduc 
For (e 
‘ae 
70,821 7 
1,502,918 1,50 
193, 366 19 
493,612 kg 
400, 877 4O 
28,779 2 
18,258 1 
55,122 5 
1,370, 330 1,37 
260, 329 26 
87,734 8 
el, 562 2 
132,061 13 
427,648 2 
91,163 3 
186,131 18 
749,073 74 
145,573 14 
1,516,891 1,51 
1,668,900 1,66 
131,990 13 
54,037 5 
46 ,095 4 
123,628 12 
15,864 1 
164, 745 16 
135,008 13 
43,399 “ 
659,538 65 
812,430 81 
3,365,576 3, 36 
13,261 1 
12,350 1 


cate 
ted Deductions 
. ( e 





821 70,821 
918 1,502,918 
366 193, 366 
612 493,612 
877 400,877 
779 28,779 
258 18,258 
122 55,122 
330 1, 370, 330 
329 260, 329 
734 87,734 
562 21,562 

1 132,061 
648 427,648 
163 91,163 
131 186,131 
073 749,073 
573 145,573 


891 1,516,891 
900 1,668,900 
990 131,990 


037 54,037 
095 46,095 
628 123,628 
864 15,864 
745 164,745 
008 135,008 
399 43,399 
538 659,538 
430 812,430 
576 3, 365,576 
261 13,261 


350 12, 350 


Subject 
to Percent 
Certification Certified 


None - 
None - 
None - 
None - 
None - 
None ~ 
None - 
None - 
None - 
None - 
None - 
None - 
None - 
None - 
None ~ 
None - 
None ~ 
None - 
None (a) 0 
None + 
None - 
None ~ 
None - 
None(b) a 
None - 
None ~ 
None - 
None - 
None - 
None(c) - 
None( 4a) - 
None - 
None - 


Certificate 
Granted 
For 


None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 
None 


Percent 
Granted 


To Reg. 
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STATUS OF APPLICATIONS FOR NECESSITY CERTIFICATE: 
AS OF JUNE 30, 1955 


- 
g 


g 


wa . 
Division @ 7 Product 
Applications Not Finalized 
Buick - Chicago xX J-65 Jet 
Buick - Flint (Trans. to Ternstedt) J-65 Jet 
Chevrolet - Tonawanda X R-3350 Aircraft Engine 


Chevrolet - Flint R-3350 Aircraft Engine 
Oldsmobile Components J-65 Jet 
B.O.P. - Texas SF2 Airplanes 

New Departure - Sandusky Ball Bearings 

New Departure - Sandusky ; Ball Bearings 

Allison X Aircraft Eng. Development 
Allison X Aircraft Eng. Development 
Allison - Aeroproducts Operations Prop. & Act. Assembly 
Fabricast X Jet Turbine Buckets 
Fabricast Jet Turbine Buckets 
Fabricast X Tank A. Castings 


Fabricast X Jet - Turbine Buckets 
Fabricast - Jones Mills c X Alum. Castings 


Fabricast X Alum. Castings - Tank 
Delco Products L.G. Strute F-84 F-86 


Total Certificates 


No. 5 


8 ( Face p. 4460) 


56 - pt. 


7272 O- 


6 


Cost Analysis Section 
June 30, 1955 
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Product 


J-65 Jet 

J-65 Jet 

R-3350 Aircraft Engine 
R-3350 Aircraft Engine 
Components J-65 Jet 

SF2 Airplanes 

Ball Bearings 

Ball Bearings 

Aircraft Eng. Development 
Aircraft Eng. Development 
Prop. & Act. Assembly 

Jet Turbine Buckets 

Jet Turbine Buckets 

Tank A. Castings 

Jet - Turbine Buckets 
Alum. Castings 

Alum. Castings - Tank 
L.G. Struts F-84 F-86 





& USAF 


Date 


_Piled_ 


2-27-51 
2-27-51 
3-30-51 
3-30-51 
3-30-51 

11-28-51 
6-12-51 
6-15-51 
2-28-52 
8-11-52 
3-22-51 
7-14-52 

12- 4-51 
3-14-51 
3-22-51 
3-30-51 
6-15-51 
6-15-51 





Date 
Approved 


-12-51 
12-51 
7-13-51 
T-33°S2 
7-23-51 
3-18-52 
12-14-51 
h- 3-52 
6-24-52 
2- 5-53 
8- 3-51 
12-11-52 
1-18-52 
ll- 2-51 
8-17-51 
T= 352i 
4- 3-52 
12-12-51 


+ 


Serial 
Number 


3395 
3397 
7684 
7685 
7691 
16105 
10347 
11255 
18557 
21927 
5480 
21408 
16288 
4228 
5476 
7688 
11247 
11248 


Certificate 
Requested 
For 


D 

32,174,875 
33,446,570 
2h , 952,000 
17,752,000 
11, 315,295 
16,039, 423 
239 , 953 
+7 ,893 
5 625,500 
1,936,500 
4,903,479 
272,740 
1,778,950 
998 ,058 
666,573 
3,264, 284 
238,929 

7,500,000 


373, 044 ,002 


Certificate 
Requested 
For 


32,174,875 
33,446,570 
2h , 952,000 
17,752,000 
11, 315,295 
16,039, 423 
239 , 953 

+7 , 893 
5,625,500 
1,936, 500 
4,903,479 
272,740 
1,778,950 
998 ,058 

3, 264, 284 
238,929 
7,500,000 


373, 044 , 002 


Deductions 


7,258,750 
372,000 


~ 


2,182,069 


52h ,000 


158,170 
10,790 
118, 350 
9,284 
429,938 
69,960 


483,427 
40,937,890 


Subject to 


Certification 


24,916,125 
33,074,570 
24,952,000 
17,752,000 
11,315,295 
13,857, 354 
289,953 
47,693 
5,101,500 
1,936,500 
4,745, 309 
261,950 
1,660,600 
988,774 
236,635 
3,194, 324 
238,929 


1,016 ,573 
332,106,112 


Percent 
Certified 


75 
75 
75 
75 
75 
4o 
65 
50 
45 
60 
75 
65 
65 
65 
15 
65 


65 
&.... 


69.1 


Certificate 
Granted 
For 


18,687,094 
2h ,805,927 
18,714,000 
13, 314,000 
8,486,471 
5,542,942 
188,469 
23, 947 
2,295,675 
1,161,900 
3,558,982 
170,268 
1,079,390 
642,703 
177,476 
2,076, 310 
155, 303 


4,560,772 
229,527,954 


Percent 
Granted 


to Reg. 


63 
Th 
75 
75 
75 
35 
65 
50 
hi 
60 
ye 
62 
60 
6h 
26 
64 
65 
60 


6.5 
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ining in 1908, by W. C. Durant, and it largely bore the stamp of his person 

Durant had genius as a creator and supersalesman. He was not an 

nistrator and did not develop an effective organization. Twice under his 

; dministration the corporation was in serious financial difficulties—tirst in 
;q40 and again in 1920. 

Prior to 1921 there existed no real concept of sound management in General 

Operations were neither integrated nor coordinated. There was no 

ent poiicy with respect to product programs. Frequently poor judgment 


j was exercised in making capital expenditures and establishing production 
ia schedules. The corporation did not have a properly developed research and 
i= 4 . mn 
| neering staff nor any sound concept of budgetary control. The central 


stration did not exercise adequate control over the operations of the 

idual divisions. There were wide variations in the competence of divisional 

nagements. In short, the corporation was unorganized and the individual 
ts largely out of control. 

s not surprising, therefore, that this (see chart I) was the competitive 
picture in 1921 when the management changed and Mr. Sloan began to put 
into effect the policies with respect to organizational structure which I will now 

Even before the crisis of 1920 materialized, Mr. Sloan was very conscious of 
e need in General Motors for a new and clearly defined concept of manage 
philosophy. He had observed that much time was being consumed in 
solving detailed administrative problems and in meeting the critical situations 
vhich were constantly arising. He recognized that too great a concentration 
f problems upon a small number of executives limited initiative, caused delay, 
ncreased expense, reduced efficiency and retarded development. 
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Cuart i 


GENERAL MOTORS 
PER CENT OF INDUSTRY VEHICLE SALES 
FOR THE YEAR 1921 


Ps 


: SOUSCE: FLT. &. “Remort on Moter Vehicle Industry,” Page 27 

He realized that centralization, properly established, makes possible direc 
tional control, coordination, specialization, and resulting economies. He also 
realized that decentralization, properly established, develops initiative and re- 
sponsibility ; it makes possible a proper distribution of decisions at all levels of 
management, including the foreman—with resulting flexibility and cooperative 
effort, so necessary to a large-scale enterprise. His objective was to obtain the 
proper balance between these two apparently conflicting principles of central- 
ization and decentralization in order to obtain the best elements of each in the 
combination. He concluded that, to achieve this balance so necessary for flexi- 
bility of operation, General Motors management should be established on a 
foundation of centralized policy and decentralized administration. 

Mr. Sloan’s concept of the management of a great industrial organization, 
expressed in his own words as he finally evolved it, is “to divide it into as 
many parts as consistently as can be done, place in charge of each part the most 
capable executive that can be found, develop a system of coordination so that 
each part may strengthen and support each other part; thus not only welding 
all parts together in the common interests of a joint enterprise, but importantly 
developing ability and initiative through the instrumentalities of responsibility 
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| ambition—developing men and giving them an opportunity to exercise their 
ts, both in their own interests as well as in that of the business.” 

In pursuance of that plan (chart II) each of the various operations was estab- 
ed as an integral unit under a general manager. Then, those operations 
h had a common relationship were grouped under a group executive for 
linating purposes. These group executives reported to the president who 
the chief executive officer. 


Cuart II 


ORGANIZATION CHART 
GENERAL MOTORS CORPORATION 


| SHAREHOLDERS | 
[ BOARD OF DIRECTORS | 


OPERATIONS POLICY 
COMMITTEE 


POLICY GRrours POLICY Gaours 


ANADIAN 
GENERAL ENGINE ADMINISTRATION 
WOUSEHOLD COMMITTEE 
APPLIANCE 
OWERSEAS 


OEFEmSE Plant 
COMmmITIER 


AUTOMOTIVE AND PARTS DIVISIONS OTHER OPERATING DIVISIONS 


OaTTON, ROWSE WOLD 
APPUAACE AND 
Gmc TRUCE CROUF 


e007 
amo ASSemeeLT 
Orvrtoms GROUr 


sMt® 2007 
Orvisi0@ 


Guten mane 


TenesTeoT 
a orrisioe 


tm wanncie 


ore 
om mamas « 
orem 

oa, wonadlt 


‘o perform those functional activities that could be accomplished more 
effectively by one activity in the interest of the whole and to ce »rdinate similar 
functional activities of the different operating units and prorhote their effec- 
tiveness, a general staff, and in addition, financial and legal staffs, were estab- 

shed to operate on a functional basis. 
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ars, the functions of the general staff have varied and 
panded with business experience and changed conditions but y 
amework of the general concept. Today, the general staff concerns 
he following functions: distribution, engineering, manufacturing, pe 

public relations, research, and styling. 

Since the adoption of the foregoing plan of organization, each staff vice 
ordinating executive and has no direct authority over 

r departments. With his staff he contributes to 

and more advanced policies and programs within his 

research and study. Certain of these staffs coopera 

epartments of the operating units whose activities 

areas. This provides coordination for the divisional 

subject to local leadership and have local responsibilit 


zed operations function under the overall jurisdiction 

and committees of the board of directors which operate w 

authority granted to them by the board of directors in the establishm«e 
nancial and operating policies. In addition, there were during the early jx 
and subsequently, certain advisory committees or groups, the membership 
functions of which have varied from time to time. 

Poday, General Motors has two principal committees of the board of direct 
he financial policy committee, which is concerned with the financial and 
ffairs of the corporation, and the operations policy committee, which «: 
imarily with the operating affairs of the business. 

There are two additional committees of the board of directors, namely, 
iuidit committee and a bonus and salary committee, consisting of directors 
re not members of management. 

The membership of the financial policy committee includes, in addition 
hree members of the management, representatives of large stockholder interes 
ind men with broad experience in business and finance. This representa 
rovides a diversification of viewpoint and opinion. The operations policy « 
mittee is made up entirely of members of the management of General Mo 

rp. Three of its members are also members of the financial policy committe 

In addition, for several years past the corporation has had an administrati 
ommittee that functioned under the jurisdiction of the operations policy 
nittee. Its membership includes all of the members of the operations po! 
committee and the general managers of representative divisions of the corpor 
tion. The administration committee reports on the manufacturing and sell 
activities of the corporation and makes recommendations with respect to suc! 
operations. Assisting the administration committee are certain policy group 
headed up by staff vice presidents and group executives which consider and re 
ommend policies within their respective areas. 

In the structure and function of a decentralized organization such as Genera 
Motors, no part can properly be understood and appraised separately from the 
whole, if that part is to be properly evaluated in relation to performance and 
efficiency. The major parts of the General Motors operations are its centra 
office staff coordination and its decentralized divisional operations. Necessarily, 
there must be continuing cooperation and exchange of ideas between these two 
rroups and among the divisions. In the final analysis, it is this cooperative 
effort, properly stimulated and developed, which makes for maximum efficiency 

The balance between decentralized operations, on the one hand, and coordinated 
control, on the other, varies according to areas. It also varies according to the 
temperaments and talents of executives, and the way in which they work. While 
the relationships of physical things are inherent in the business, it is men who 
establish and govern these relationships. The relationship between the centra 
office staff and the divisional line operations may also vary according to condi 
tions and circumstances. 

In summary, the organization of General Motors Corp. under the board of 
directors consists of the financial policy committee and the operations policy 
committee, supported by other committees and policy groups: staff operations 
component product divisions; end product divisions; and service operations 
all headed up by staff executives or general line officers who report to the chief 
executive officer, except for the executives in charge of the financial and lega 
activities who report to the chairman of the financial policy committee. 

The two principal committees of the board pass on all major issues in the 
field of policy and administration. As already stated, the other-committees or 
groups make reports and recommendations, serving as a channel for the flow 
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and advice thi wh the centra mal ve 


hag 
ttees and the operations in the field. 

roup executive, through discussion, counsel and ad ts and coor 

es the activities of his divisions Llowever, within the ished policies 


e corporation and under the chief executive officer, the gr 


{y 1 cecutive bas 
plete administrative authority « ver these divisions Under the group execu 
and within the framework of uniform policies and procedures, the general 
tions of his division. 

e central staffs operate in more or less specialized areas The distribution 
concerns itself with policies and problems in the sa 


iger has full administrative authority over the opera 


les al Gistribul 


and cooperates with the divisions in the development of effective merchan- 


and service procedures it collects, evaluates, and distributes infor 


1a 
makes reports and recommendations, and generally guides the operations 
its policy area. It concerns itself with broad problems which I will deal 
more specifically later. 
The engineering staff works on forward engineering policies and coordinates 


I 


product programs of divisions. It also concerns itself with long-range engi 


e 
ojects and developments The day-to-day engineering work and the 
rt-term engineering problems are handled by the engineering staffs of the 
anufacturing divisions, although they also undertake special long-range proj 
ts both in their own interests and in the interests of the corporation as a whole 
engineering stalft is also available to any division for advice and assistance 
fhe development groups of the engineering staff carry out engineering studies 
new products and of new engineering developments of existing products which 
» beyond the basic research stage, but are not sufficiently close to production 
varrant test or final development by divisional engineering staffs. 
he engineering staff also operates the General Motors proving ground. Here 
iparative tests are made of products of General Motors and competitors to 
keep management informed about our engineering progress and to assist the 
livisions in the fulfillment of their responsibility for the development and quality 
f General Motors products. 


the manutacturing staff undertakes technical studies and experimental proj 
for the improvement of manufacturing methods and facilities; the develop 
nt of new processes for greater efficiency of operations, and the continuing 
lity improvement of General Motors products. In addition it has the vital 
netion of planning ahead for the coordination and balanced inflow of basic 
terials so necessary to the efficient operation of the corporation’s facilities. 
this connection, during the postwar period, this staff has searched 
ted materials in short supply for the divisions. 
lhe personnel staff assists in the development of policy in the area of employee 
itionships for all employees. 


for and 


It develops and recommends employee-benefit 

ns, including safety, health, and insurance programs of all types. This staff 
gotiates and is responsible for the administration of national collective-bar- 

gaining agreements with international labor unions. It also assists in the nego- 
tion of local labor agreements. At present, the corporation has 
ional agreements and a large number of local agreements 
The public-relations staff assists in the development of policies and activities 
sofar as public-relations aspects are concerned. It keeps management in- 
med of public attitudes and interprets General Motors policies and actions 
the public. It helps build good relations in the various 


several 


communities in 
h General Motors operates. Divisions frequently consult with this staff 
ration and utilize its services in connection with their own public-relations 
vities. 


wo of the central office staffs operate in an area in which there is no staff 
‘departmental activity, as such, in the divisions. 
he styling staffs. 

Che research staff directs 
studies which are the basis 

ope of divisional operations. 


They are the research and 


its efforts primarily to the more fundamental 
for long-range programs beyond the immediate 
Fundamental research in this activity has devel- 
ped new methods and new products. The staff also provides advice and 
istance to the divisions on current problems. 
Che styling staff has the responsibility of creating and developing advanced 
ling for all products. It works with the divisions in presenting to manage- 
ent the product styling to be considered, not only for the next model year, 
t for many model years ahead. All of our consumer products are restyled 
nnually. The leadership which General Motors ‘enjoys in the market is due 
i very large degree to the contributions made by the styling staff 
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The financial and legal staffs report to the financial policy committee. Ther 
is no departmental area, as such, in the divisional operations in connectio 
with legal activities. Similarly, the financial staff is responsible for taxes, insu; 
ance, and banking relationships for the corporation as a whole. The financia) 
staff also assists the divisional operations and coordinates their activities j, 
the financial area, and it furnishes, supervises, and audits a general accounti! 
system which is the guide and control for all operations in reflecting 
reporting their costs, expenses, reserves, and profits. 

Such a management concept provides a continuous flow of ideas and informa- 
tion upward and downward through the management organization, by means 
of reports, meetings and conferences of both staff executives and line executives 
at all appropriate levels. This results in mutual education and understanding 
with respect to the authority, responsibility, objectives and purposes of manage 
ment at all levels from the foreman to the chief executive officer. It provides 
interpretation and understanding of policy and procedure as it is or may h. : 
established or changed. It produces an upward flow of information with respect - 
to situations arising in operations, full knowledge of which is necessary if appro 
priate changes in policy or procedure are to be accomplished intelligently and 
promptly. It provides maximum initiative at every managerial level and at 
every point requiring administrative judgment, by the men closest to all the pry 
facts of the situation having full responsibility for their decisions. Finally. 
it makes possible accurate and prompt appraisal and evaluation of the contri 
bution of the individual executive at every level of management, and of the 
contribution as well of every divisional organization and staff operation. 

Although for many years this form of decentralized industrial management 
was identified primarily with General Motors, in more recent years decentralized 
management has been adopted by other large industrial companies. 

The success of General Motors is the proof of the soundness of this manage- 
ment philosophy and its effectiveness in its application to a large industrial 
organization. Testifying to this has been a growing consumer preference 
expressed in the purchase of General Motors products. 


and 


III. THE GENERAL MOTORS ATTITUDE OF MIND 


Now we come to the second fundamental reason for the success of General 
Motors—our approach to problems. It is really an attitude of mind. It might 
be defined as bringing the research point of view to bear on all phases of the 
business. This involves, first, assembling all the facts; second, analysis of 
where the facts appear to point, and third, courage to follow the trial indicated 
even if it leads into unfamiliar and unexplored territory. This point of view 1) 
is never satisfied with things as they are. It assumes that everything and any 
thing—whether it be product, process, method, procedure or social or huma! 
relations—can be improved. 

I have tried to think of a single term to describe this atttitude, and I think 
perhaps the closest is the “inquiring” mind. 

It may appear to be boastful, but I truly believe that in General Motors we 
have developed to a unique degree this attitude of the inquiring mind. Wes 
are always seeking ways to make things better and do things better. In fact 
as you may know, we have long had a slogan, “More and better things for more 
people.” 

IV. THE GENERAL MOTORS PHILOSOPHY IN ACTION 


As I remarked earlier, the two elements of our management philosophy com 
plement each other. The organizational structure developed by General Motors 
made possible and nurtured the growth of the inquiring mind at all levels of 
management. It has encouraged a cross-fertilization of ideas. Oftentimes it 
is not immediately apparent where a new development originated or what indi 
vidual or group in central office or the divisions made the major contribution 
that resulted in its acceptance. 

Let us see what the application of this approach has accomplished over the 
years in various phases of the business. 

1. Building the dealer organization 

One does not usually associate the research attitude with dealer relationships 
Actually, this is one of the most important areas in which the cultivation of th 
inquiring mind has contributed to the success of General Motors and its dealers 
Prior to 1921, the general welfare of the dealer organization was not of major 
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itomobile manufacturers. Little effort was made to consider dealer 
ng production and the level of dealer stocks to consumer demand. 
er was given little guidance as to his location, his facilities or the opera- 
business. 

early 1920's the vital importance of having a successful dealer organiza- 
be recognized by General Motors, and steps were taken to consider 

s of the dealers from a scientific viewpoint. 
result, General Motors instituted the first of many policies designed to 
e production with customer demand and to assist the dealer in operating 
t and successful business. ‘These included 


n-day reports by the dealer of his current stock | 


sales of new and 
s and monthly projections of his estimated stock and sales of new cars 
ext 38 months. The purpose of these reports and forecasts was to assist 
er in balancing his inventories and to guide General Motors in its sched 
production to meet customer demand. 
\ practical accounting system to give the dealer an easily understood picture 
{ cial results of his business and thus foster good management. 
grams for the training of dealer sales and service personnel. 
\ssistanee to the dealer in the design and effective arrangement of his 
property. 
udies, begun in the 1920's, did not terminate with that era but rather 
part of the permanent General Motors program to improve its distribu 
tem and its dealer organization 
this program was the development of an owner service policy for the 





f the dealer and his customers In addition, every assistance was ex- 
he dealer in satisfying owner complaints. 

prospects for General Mote franchises, otherwise well qualified, lacked 

te funds To provide supplemental capital not available from other 

General Motors established what is now known as its Motors Holding 

This division provi capital for dealers who qualify by experience 

ty as operators. By means of an automatic purchase provision in their 


¢ 


with the division these alers must Use earnings currently to 





lvince by Gone. Motor 


Motors is of a temporary nature 


ther words, the capital provided by 


ng the 26 vears of its existence, Motors Holding has enabled 752 dealers 
iire their own businesses. Today there are 335 dealers, or less than 2 
i ; : . 


of our dealer body, receiving assistance under this plan. Currently, the 


time is averaging 2 years, 10 months. 


in outgrowth of visits to dealerships by top GM executives in the late 
and early 1930’s, the General Motors dealer council was established in 
The council was organized to provide a regular program of dealer meet 
th top management for an exchange of viewpoints on the business, on 
and on operations. 

38 the General Motors dealer relations board was established. This board 
procedure for appeal by any dealer to the highest officers of General 
enever the dealer felt that he was being unfairly treated by a division. 

ce the 1920's both the central office and the divisions have conducted con- 
ng research into the broad problems related to the marketing of our 
ducts. The large and constantly expanding metropolitan areas have been 
pecial study, This enables General Motors to determine the ideal number 
tion of dealerships in metropolitan areas to insure a sound profit oppor 
or the dealers over the entire business cycle including both good years 
rtly after our entrance into World War II, when by Government order all 
{ of automobiles was terminated, all our dealers were heartened by 
il message from General Motors which included 


offer to buy back the dealer’s stock of new ears, parts, and accessorie 


Sire 
Preferential consideration after the war for reappointment, if the dealer 
ed to close his business 
\ special allotment of new cars for 2 years following resumption of new 


production after the war to those dealers who continued to serve owners 
Motors cars and trucks during the war period 


x those difficult war years leadership and stability were afforded the 





rganization by General M« : To the extent permitted under Govy- 
t regulations, functional parts were manufactured and made available to 
rs This enabled the dealers to render a very constructive service in 


¢ the automotive transportation system of America rolling. 


( i2 ( } s +] 
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Since the war the enormous increase in car ownership and the technologica 
advances made in our products—such as automatic transmissions, high-compres 
sion engines, power steering, power brakes—has emphasized a great need fo 
additional well-trained mechanics. To fulfill this need, General Motors i; 
1953 undertook the establishment of 30 service training centers strategical], 
located across the Nation, all of which are now in operation. These training 
centers are fully equipped and manned by specially trained instructors to 
give specialized training to dealer mechanics. In the first 10 months of 1955 
we had an attendance of over 83,000 and in 1956 we expect an attendance of ove; 
20,000. Pioneered by General Motors, this is an entirely new approach to 
customer service. It represents an outstanding contribution to the progress of 
General Motors dealers and the satisfaction of their customers. 

Throughout the years since the early 1920’s General Motors has continually 
changed its selling agreements to improve its relationships with the deale: 
ion. The following are some of the more important changes in ths 
reement that have evolved over the years: 


organizat 


ca n A 


In the event of a price reduction, either on current models or on comparable 
models, the dealer is reimbursed for the difference between the old and new 
»on new cars in stock when the price change is made. 
\ price allowance is made in the event the dealer has on hand at the time 
new model announcement more than 38 percent of the cars purchased in the 
prior model year It is interesting to observe that for 1955 the carryover 
amounted to only seven-tenths of 1 percent of the passenger cars purchased by 
ir dealers in the United States. This is an average of less than 11% cars pet 
dealer. 

3. The dealer has the right to return any purchased parts or accessories withir 
30 days from the day he received them 

+. To protect the dealer against loss from obsolescence on his parts inventory 
he may return at the beginning of each year parts up to 2 percent of his previous 
year’s purchases 

5. A dealer is enabled to arrange fer a son or son-in-law who is active in the 
business to succeed him in the event of death or incapacity. 

6. Selling agreements now have a specified expiration date and any interim 
terminations by a division are limited to causes stated in the agreement. Pre 
viously, selling agreements could be terminated by either party without cause on 
relatively short notice. The dealer still can terminate the present agreement 01 
30 days’ notice. 

7. The selling agreement specifies certain obligations by the division to th 
dealer upon termination, such as 

(a) An additional quantity of new cars to fill bona fide retail orders. 

(b) Repurchase by the division of new cars, specified parts and accessories 
and signs and tools. 

)} Specified compensation for loss on leased or owned premises. 

Not included in the present agreement is an offer which was in effect during 
most of the 1955 model year, and was designed to protect General Motors dealers 
iwnainst bootlegging. This offer committed General Motors “* * * to repurchase 
or to arrange for the repurchase by other General Motors dealers in other areas, 
at the respective prices paid by the original purchasing, authorized distributors 
or dealers, any such new and unused passenger cars that might be considered 
excess supply.” 


It is interesting to compare the data for dealers of GM car divisions for 
months of 1955 with 12 months of 1940, the last normal prewar competitive year 

shown on chart III] 

1. Today, the dealer body numbers 16,957 compared to 17,044 in 1940. 


w 


Dealer sales are 3,200,000 units, up 1,400,000 or a 77-percent increase. 
Denier total dollar sales are $13,490 million, up more than $10 billion, or an 
increase of 534 percent. 

{. Dealer net profits before taxes are $414 million, up from $72 million for 
the full year of 1940. his is an increase of $342 million, or 476 percent. 

>. Dealer net profits before taxes were 3.07 percent of total sales, compared 
with 2.31 percent for 19490. 
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Cuart Ill 


GENERAL MOTORS CAR DIVISION DEALERS 


12 Months 1940 Compared with 9 Months 1955 


NUMBER OF G.M. DEALERS —END OF PERIOD 


940 


RETAIL SALES OF CARS & TRUCKS — UNITS 
i 1.8 MILLION 


3.2 
MILLION 


TORS an SALES 


$13,490 


MILLION | 


NET PROFIT BEFORE TAXES 


; AAT $72 MILLION 


$414 
MILLION 


NET PROFIT BEFORE TAXES AS % OF TOTAL DOLLAR SALES 


Chart IV shows a comparison for 1953 of return on net worth of GM dealers 
with the return on net worth of 12 other retail businesses, based on information 
published by Dun & Bradstreet. While 6 of these retail businesses had a higher 
and 6 a lower return on their sales than GM dealers, the investment turnover 
for GM dealers was second highest, and therefore the GM dealer return on net 
worth was the highest for any of the 13 types of retail businesses. 
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THREE IMPORTANT RATIOS —Arranged in Order of Return on Net Worth 
(Based on Net Profit After Reported Taxes) 


1953 


INVESTMENT TURNC RETURN ON SALES —% 


MOBILES vENERAL MOTORS DEALERS 


)CERIES & MEATS —INDEPENDENT 


}— a 


CLOTHING, MEN’S & BOYS 


| LUMBER 


* 


HAPRDW ARE 
2.20% 
| FURNITURE, INSTALLMENT 


FURNITURE 
Ree 


20% 





rc & BUILDING MATERIALS 


? L. i 


lumns from Dun and Bradstreet; first column is the product of the lost two 


3 
3 


pu 


z 


t V shows a similar comparison of return on net worth for 1954. Here 
igain, While the return on sales of 10 other businesses was higher than that of 


(iM dealers, the investment turnover of GM dealers was second highest, and 
therefore the GM dealer return on net worth was exceeded by only 1 other group. 


Craat V 


IMPORTANT RATIOS —Arranged in Order of Return on Net Woeth 
ssed on Net Profit After Reported Taxes) 
1954 


INVESTMENT TURNOVER — TIMES RETURN ON SALES —% 


| 


| GROCERIES & MEATS —INDEPENDENT 


ES _ GENERAL MOTORS DEALERS 
139% 


% 


| WOMEN’S SPECIALTY SHOPS 


LOTHING, MEN'S & BOY 


| HARD W ARE 


MBER & BUILDING MATERIALS 
Wea 7% 


EPARTMENT STORE 
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Many dealers have held GM franchises over a long period of time, as shown 
n chart VI. 

Over two-thirds of the dealers who were active at the end of World War II 
e still active. I should also like to point out that during the postwar period, 


GM dealers have had profits before taxes of over $5 billion, after deducting over 
Their investment has grown from 


¢] billion of owners’ salaries and bonuses. 
249 million in 1940 to over $2,200 million today, largely from reinvested earn 


rs 


Cuart VI 


NUMBER OF YEARS GM CAR DEALERS 
HAVE HAD THEIR FRANCHISES 
AS OF SEPTEMBER 30, 1955 


PERCENT OF TOTAL 


UNDER - 20 YEARS 
5 YEARS & OVER 
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Planning to mect customer needs 
was recognized very early that doing a good job for customers requires cor 
sive exploration of what their needs, requirements, and pref¢ 
<ely to be in the future. The inquiring mind must search ahead 
Motors’ continuing studies produce guidelines that help importan 
if capacity, our current rate of product 


oO determine our future planning of cay 


gres 
General 


h to product development. 
Varket and economic research.—Current and long-range market trends 
tudied constantly to help us distribute our products where and as they 


needed. 


trends 


me 


Our long-range research concerns itself with the basic long-range 
our dynamic econot population trends and shifts: age and income group ma! 
opulation—in short, what demands are going to be made up 

‘s of products and what capacity should be provided a 


Minas 


up of ow 


as early as the twenties for Gs 
be established to best 


» it possible 


ead 


to determine where new plants should 


is essential to the health 
l e the ne for raising its sights. For e) 


r research indicated that postwar «ce 


rise substantially. This wa 


and suce fF any business to act courage: 


the economic fa ! 
the end of Worid War II 0 
utomobiles and a our products wou 

mists were predicting a postwar depression with «ut 


e when many e | 


‘ight million unemployed. 
We did not share this gloomy view and in 1948 announced a $500 million 7 
! nh pl ir capita nvestinent expenditures 


pro Actually ou ‘ 
‘ame, not to $500 million, but to $2 billion. 
054 General Motors announced a forwai 


V¢ ‘ I li 
Vy in 1 

res calling for an outlay of about $1 billion in 195 
when many people were dubious about the eco 

as much talk of a coming recession with mass 
case, our program has grown. In January of 


lion, and June we announced plans for adiliti 


OO million 
completed, General Motors will have expended 


alone $4 llion for capital investment since the « 
to very substantial expenditures « 


s in addition 
applicable to 


lies, jigs, and fixtures specifically 


For General Motors to bring its 1955 models to market requirs 


special 

{ 
f S600 mil 
il Motor 
rate, both to keep our facilities 


e capacity to keep pace with our appraisal of the uoi 


expenditures, of necessity, will continue 


at 
ail 


t 


and products modern and to 


| Motors adequ: 
f the market 
Many other 

1 for t 


for the ¢ orporation’s products, 

are also investing substantial funds in new 

he same reasons. The country’s productive plant has 

inlly since the war, and economic activity has continued at a high lk 
Motors has al helped increase vitally needed capacity in a bas 
the steel industry—by advancing funds to certain producers to 4s 

f ing facilities. This additional increase in their 
funds made possible has been of benefit to a 

eases resulting from other expansion programs in the 


eT 


Oy, 
ll steel 


industry 
Customer researc] We 


plan ahead to meet customer needs in still another 
nd here the uquiring mind” is particularly appropriate. I ref 
research in consumer attitudes and preferences as regards the produ 
ral Motors be 1 to study customer preferences in the early 1920’s. B 
this activity had grown to such an extent that it was established as 
tomer research staff. Each year the GM customer re 
search staif seeks the views of as many as 2144 million customers—competitors 
as well as ours—on overall appearance, performance, size, comfort, details of 
design, and construction and special features in the cars they drive. Similar 
studies are undertaken with regard to household appliances. In these studies 
we seek to develop information on what the public like—and do more of it 
and what it disiikes—and do less of it. Past experience in the industry has 
demonstrated only too well what happens when a new model is not in tune with 


separate staff—the cu 





bl 


Y 
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e's ideas of what cars should look like 


and what they should offer in terms 
performance and comfort. 


Styling.—Our experience is that it definitely pays to listen to the customer. A 
has to be appealing in every sense it 
position on today’s market. 

ver the years appearance has become an 
reneral Motors pioneered in makin 


1 order to hold or improve its competi- 


increasin important 


factor 
- cars more pleasing ib 


uppearance 
the early 1920's the body manufacturer designed and built the body. The 


ions designed and built the chassis, including the fre 


nt end and the 
Each division, of course, was concerned with appearane, but there 


It was for this reason that Geueral Motors 
1927 established a central styling section. 


no integration of overall design 


their task of trving to create the more graceful and pleasing automobile 


customers wanted, the stylists encountered many engineering problems 


cars were high and topheavy. This was because 


as 
seated over the rear axle Based on the information that flowed 
} 


h thousands of replies to our customer research surveys, from the de; 


General Motors 
ned its cars Passengers were cradled in the space betwee! 
re lowered and lengthened and the pi 


rear seat passengers 


on and from our styling surveys 


issenger cCompartmen 
iding room for six passengers and improving both comfort 
luggage compartments became an integral part of the body cal 
velopment important to the styling of cars was the inti ction 
Motors of Duco paint in 1925. This development oy | for the 


I} 


ide range of colors and subsequently color comb 


of painting the top a different color from the body originate: 

Another d velopment which clear! the need fe 
watch on popular trends occurred in early 1953. Through ou 
a trend on the part of many of our dealers to re 


paint ou 
ir in bright tones to give them a mark of individuality. W 


1 out whether this was a new trend in public taste 


1 
\ ae 


, SO in our 19538 Mot 
odies were painted in bright two-tone combinations 
on Was so enthusiastic that we immediately began produci: ars int 


t two-tone colors. That trend is now followed by the entire iu str 

levelopments in the field of styling leadership included the divided wind- 
and thin corner pillars, the sloping nonglare windshield, the curved rear 
w, the extended front fender, the wraparound bumper, and the 


{ 
d glass windshield Following these 


one pic 2, 
». General Motors pioneered one of the 
outstanding developments of recent years—the 2-door and 4-door hardtops. 
e cars set new style trends, the impact of which will be felt in the industry 
ears Oo come, 
In the interest of increased vision and resulting safety, as well as improved 
pearance, General Motors developed the panoramic windshield with the post 
ars moved back out of the line of vision. 
he panoramic windshield was long in development and studied very closely 
public approval before it was introduced on our production models. Im- 
lintely after World War II our stylists an engineers began working seriously 
he problem. Of great assistance to us in solving problems of optics involved 
rved glass was the late Adelbert Ames, research professor of physiological 
es at Dartmouth College. 
The panoramic windshield was displayed to the public for the first time in 
1, in an experimental car we called Le Sabre. This car traveled thousands 
miles on public exhibition in this country for 3 years. We introduced the 
noramie windshield on our production models for the first time in 1954 
ic aeceptance was immediate and favorable. That is why it was copied 
nediately by the entire industry. 
General Motors originated the idea of building experimental cars to pretest 


me of our design thinking on the public. The first such dream car was 


uick’s Y—Job built in 1938. It showed the public for the first time the idea 


extending the fender through the front door and thus integrating it with 
» body. 

General Motors’ “dream cars,” shown at annual General Motors Motoramas 
| at State fairs, in dealer shows and display rooms, are seen by literally 
llions of people. Their reactions, both likes and dislikes, are tabulated as 
indication of possible future trends. These studies play a most important 


art in future design planning. 
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It was in this way, for example, that a “dream” station wagon caught « 
with the public and was put into production as the Chevrolet Nomad and th: 
Pontiac Safari. The Chevrolet Corvette, America’s first mass-produced spor 
car, also originated in the same way. <A “dream” truck, the Universelle, di 
played at the 1955 Motorama, is scheduled for production next year becaus 
customers told us they want it 

The development of the experimental or “dream” car idea has been invaluab\ 
to our product planning. We have learned that the customer can give a muc] 
tluation of his likes and dislikes if he is permitted to se 
a sample. The practice is now widely copied in the industry. Many in tl 
industry have learned that it is extremely hazardous to put into mass productio) 
their best guess as to what the public wants. 

General Motors has also studied and sought to anticipate public wants 
many other fields. In 1935 the General Motors styling staff designed a ra 
road passenger train, the City of San Francisco, which set the pattern for pas 

in design for the next 10 years. In 1947 the General Motors “Tra 


revolutionized passenger train design with its Astradomes 


Il 


s, and other new features. Buses, trucks, earth movers 


more concrete ev: 


‘kaging of our service parts have been given improved appe: 
LISTS 
the household appliance field, the inquiring minds of General Mot 
Stylists have been active, too, designing not only the refrigerators and washer 
of today, but the modular Holiday kitchen for next year, and the “Kitchens « 
Tomorrow” for the housewives’ glimpse into a more effortless future. 

We have learned through constant study that customer tastes are continu 
changing and that what customers like today, they may not like tomorrow 
Their tastes are reflected most quickly in the marketplace. That is why Ge 
eral Motors designers make it their business to anticipate customer desires 
and preferences for the cars, trucks, and household appliances not only « 
orrow, but in the years ahead. 


ton 


{utomot research and engineering developments 
Now, let us 


consider the application of the inquiring mind to research and 
engineering as it affects the General Motors product. Since we are primaril; 
in the automotive business, let us first consider the motorcar. 

\t every stage in the development of the automobile there have been peopl 
who have declared, **This is it This is the ultimate. We have gone as far as 
we can go.” As far back as 1912 one manufacturer published an advertisement 
Which proclaimed: “My farewell car * * * I do not believe that a car materially 
better will ever be built.” 

It is hardly necessary to make the point that General Motors has never sub 
scribed to this theory, which can only lead to ultimate failure. However, | 
would like to document some of the multitude of developments—products of the 
inquiring mind—which have contributed so largely to making the automobile 
ithe comfortable, safe, dependable, and economical means of transportation that 
aas revolutionized life as Americans live it today. 

Transmissions An outstanding example of the inquiring mind in action, neve! 
content with today’s product, always seeking a better product for tomorrow, is 
provided by the story of transmission development in General Motors. 

This story is more fully understood if for background purposes you refresh 
your memory of the transmission in the American automobile as it used to be. 

The very early automobiles were equipped with crude planetary type trans 
missions of highly doubtful life and reliability. They were entirely unsuitable 
and had to be abandoned as the engine horsepower increased from 8 to 10 to 2 
or more. The hand-shifted, sliding-gear transmission then became the standard 
type. This transmission required a highly skilled driver to manipulate it. In 
tricately timed double clutching was necessary in down-shifting, and accurately 
gaged waiting with the clutch pedal depressed was needed for upshifting. Slip- 
ping the clutch when starting the car required good judgment and skill to prevent 
a jerky start or, on the other hand, the burning of the clutch. 

‘The first relief in this situation appeared in 1928 when Cadillac developed and 
introduced the synchro-mesh transmission. This transmission eliminated all 
difficulties in shifting gears, both up and down, as long as the driver kept the 
clutch released while shifting. Many people who never had acquired skill with 
the old transmission now became proficient drivers. 

This development was in use throughout the General Motors line by 1932 and 
all competition quickly followed suit. The buyers of all new American cars 
could now forget the sound of clashing gears. 
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This was indicative that driving could be made easier, but in the eyes of 
eral Motors management it did not represent nearly enough improvement. 
alking to the General Motors technical committee in 1929, Mr. Sloan made 
following statement and I quote, “We must remove the consciousness of 
transmission and clutch from the driving habits of General Motors car 
ers.” 

Chis was the signal to proceed with extensive development of the transmis- 

A central office transmission development group was assembled to under- 

e work on automatic transmissions. Eventually a semiautomatic type was 
eloped. Oldsmobile pioneered its commercial application in 1937. The shift- 

g of gears by hand was now eliminated. The clutch pedal was no longer 

juired except for starting and stopping the car. A great step forward in 
plifying in driving had been accomplished. 

wo years later, in 1939, the revolutionary Hydra-Matic transmission, another 
eral Motors first, was introduced—also by Oldsmobile. It was adopted by 

dillae in 1940 and by Pontiac in 1947. This transmission eliminated the 
tch pedal and provided automatic gear shifting. Over 7 million of these 
nsmissions have been installed in American cars. 

While this development was making its impact on the motoring publie and 

mpetitive manufacturers, the expected followup by all of the industry was 

terrupted by war. 

In General Motors, however, the inquiring mind continued to function and 
an ever-accelerating pace. In transmissions the target was the military 

ehicle. A Hydra-Matie transmission was quickly modified for use in Army 

nks and armored ears. Our Detroit transmission division, with its newly 
juired production skills, was in a good position to equip the M—5 twin Cadillae 
eht tanks with this automatic drive, providing our American forces with highly 
neuverable armored vehicles for the African invasion. The drive also greatly 
reased the safety factor for the crew. It was no longer necessary to stop 
ehicle to shift gears. The Chevrolet T—-17 armored car was next equipped 

th Hydra-Matic and also saw early combat service in North Africa. 

{re Army engaged many engineering organizations to work on the problem 
leveloping suitable automatic transmissions for medium and heavy tanks 

neral Motors, with its previously acquired automatic transmission back- 
nd and its well organized engineering and production network of divisional 
| central office groups, was the only organization able to make a contribution 
this area. In a remarkably short space of time it came up with the tank 

rqmatiec transmission. This new transmission was first used on the T-56 
at tank destroyer developed and built by Buick. 

\s the war continued, new models of tank transmissions were designed and 

died for production. It was a cooperative effort in which engineers of 
al office and Buick participated. These were known as the ¢ross-drive 

: ized a new steering mechanism and a new transmission, and, 


time, combined the steering mechanism and brakes within the 
cross-drive became the postwar all Americar irmored 
When Buick resumed peacetir nerations, Allison Division took 
project and began tur u 1e limit ities required by the 
lison subsequently became the design agency for ordnance transmis- 
many imp "”) ‘ibutions to their future develonment. 
production. When Army de- 
Buick with its previously acquired 
o share the responsibility of mass 
ross-drive trans! 
rld War II the inquiring minds of General Motors’ 


centered once more on commercial products. However, we 


to improve what we had. We undertook to expand our leadershi in 


of automatic transmissions for passenger cars. The result was the 
tion of the Buick Dynaflow in 1948. This was the first torque converter 
‘ansmission ever developed for a passenger car in quantity production 
lick’s introduction of Dynaflow created a sensation in the industry. The 
rican public now could experience a new sense of smoothness and flexible 
formance never before enjoyed in driving. The engineering of Dynaflow was 
outgrowth of many years of study of hydraulics in the laboratories of the 
eneral Motors engineering staffs. Certain manufacturing ideas came from 
p 


ur Fabricast division, highly skilled in plaster-paris mold, precision aluminum 
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castings. Dynaflow development is an illustration of the coordination of effor 
that characterizes the relationship between central office and the divisions. 

In 1950 a Similar type of transmission—Powerglide—was introduced by 
Chevrolet, utilizing its own sheet-metal technique. General Motors now had 
full line of automatie transmissions for its five makes of cars. 

In 1949, at the request of some of its competitors, General Motors agreed t 
sell its Hydra-Matie to others members of the industry. Sales were made 
Lincoln, Hudson, Nash, Kaiser-Frazer, and Willys, thus providing them with this 
additional feature for their cars. Two years later, with the example of th: 
General Motors Hydra-Matie and torque converter transmissions—the Dynaflow 
and Powerglide—before them, other manufacturers were ready to produce aut 
matic transmissions. In every case, they embodied previously proven features 
of both types of General Motors’ designs and developments. 

Subsequent improvements in General Motors’ transmissions followed. In 195: 
Buick brought out the twin turbine version of Dynaflow, which provided bett: 
acceleration and economy. Chevrolet, in the same year, added an automatically 
operated low range to Powerglide. In 1955, Buick made a most important advance 
by introducing the variable pitch Dynafiow. It provided new cruising economy 
together with superior performance at full-throttle operation by changing t 
blade angle inside the torque converter, just as the airplane propeller blade 
changed in General Motors’ variable pitch propellers. For 1956, Buick’s variable 
pitch has acquired another power feature, “Double regeneration,” which agai 
substantially improves performance and economy. 

A completely new Hydra-Matic automatic transmission is being offered fo; 
1956. It operates by controlling the liquid level in the fluid coupling transmitting 
the drive. It results in greater smoothness of gear ratio changing. This di 
velopment is an outgrowth of a principle used in the supercharger driv: 
developed by Allison 

This is another example of how, through the interchange of technical 
formation between divisional and central staff engineering organizations, d 
velopments can find their way so quickly into new applications in other fields 
Every General Motors division avails itself of the information and engineering 
know-how of our central staff. 

The postwar development of automatic transmissions for General Mot 
trucks and buses parallels the passenger car story. 

In 1948 a greatly improved torque converter design known as the Genera 
Motors V-drive was introduced. 

Meanwhile, the Hydra-Matic made its appearance in light and medium wei 
General Motors trucks and buses. It was also approved and accepted by tl 
Army, which ordered sizable numbers of this unit for postwar trucks of mediun 
welgni 


The heavy duty diesel engine truck lacked a suitable transmission unt 
General Motors Truck and Coach, in 1954, brought out an automatie driv 
based on a new engineering principle. It was called the twin Hydra-Mati 


The design produces an automatic 7-speed combination out of 2 standard 4-spee 
Hydra-Maties by using a novel differential input gear drive. This was what 
the diesel engine highway haulers needed, for it provides automatically the 
proper selection of closely spaced gear ratios which had previously requir: 
constant manual shifting. 

General Motors has also made considerable progress in developing torqu 
converter-type heavy-duty transmissions for road building machinery and of! 
highway trucks. Our Euclid tractors, scrapers, and dump trucks are equipped 
with Allison-built automatic transmissions, the type known as the Torqmatic 
These transmissions embody another new, important safety feature, known as 
dynamic braking, which absorbs the heat of deceleration directly in churning 
oil. This provides an important adjunct to conventional braking systems with 
limited heat capacity by insuring good braking ability even on the steepest of 
grades. The Allison Torqmatic is also being used in self-propelled rail car 
installations 

I have tried to cover briefly our contributions in the field of automatic trans 
missions. I am very proud of our record. I cite it as a vivid example to show 
that an important part of the suecess of General Motors results from the in 
quiring mind and more specifically from the intermeshing of a multitude of 
inquiring minds possessed of vision and the courage to look ahead. Automati: 
transmissions represent perhaps the most difficult field in transportatior 
engineering. 

Engines.—Another excellent example of the inquiring mind in action in Genera! 
Motors is provided by our automobile powerplants of today. Work on engines 
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been carried on along a broad front since the very beginning of General 


tur high-compression, economy engines of today would not be possible had not 
research staff invented the use of tetraethyl lead to eliminate engine knock 
| made other important discoveries in the field of fuel combustion. 

(hese engines would not have been possible without the invention by General 
tors of the harmonic balancer, the fuel pump, V-type fan belts, hydraulic lash 
ister, aluminum oxide spark plugs, resonance intake silencers and mufflers, 

w high load-carrying bearings, and crank-case ventilation. 

(hese engines would not have been possible without the new oils, lubricants 
i fuels, in the development of which General Motors made important contribu- 
ns in cooperation with the petroleum industry. 
fhe pioneering work of the research staff in developing experimental engines 
th high compression ratios reached an important milestone in 1947. In that 
* Charles I’. Kettering presented to the Society of Automotive Engineers a 
er deseribing the characteristics of an automobile engine with a 12 to 1 

ession ratio. 

Cadillac, which introduced the first V-S engine built in this country in 1914, 
eloped the first modern V-S higher compression engine in 1948. It was a 
rt-stroke, compact V-8 design and was not only much lighter than previous 
ines but provided improved performance and economy. Oldsmobile intro 
ed its modern higher compression engine a short time later, followed subse 

ently by Buick, Pontiac, and Chevrolet. All of these engines were designed 
ike advantage of higher compression ratios as the fuels became available. 

rrently their average compression ratio is approximately 8.5: 1. 
he trend to higher compression ratios as pioneered by General Motors through 
research discoveries has been responsible for very large savings in fuel con 

iption, amounting to $1,100 over the life of the average car. The potential 

ving for this year’s production alone thus will total in excess of $S billion 
e years these cars will be in use. 

Other automotive improvements.—The record shows that all along the line our 

pproach to research and engineering development has heen highly successful 
rge number of the more important automotive improvements have been Gen- 
Motors “tirsts’’—either developed or first introduced by General Motors. 

Ve were the first to offer cellular type radiators (1920) and oilless Durex 
ngs (1923). Duco lacquer, which reduced painting and drying time from 
to minutes, was introduced in 1923. We pioneered the development of high 
ssure lubricants (1920) and independent front-wheel suspension (1933). 

the area of safety we have to our credit such inventions and improvements 

oot dimmer switches (1927), inside control door latches (1933), the Autronic 

(1952), tinted and panoramic windshields (1950 and 1954). safety door locks 
d safety-aim headlamps (1955). 


\X 


General Motors’ dedication to getting the facts and following wherever the 
d has also produced thousands of manufacturing improvements—new proc- 
es and methods now used throughout our industry. It has made outstanding 

es in such tields as metallurgy and instrumentation. These contributions 
ve had broad application in many industries. 


Progress in other fie lids 


\s you know, over the years General Motors has successfully established itself 

everal related fields of production. Witnesses have appeared before you with 
t to two such product lines—namely, two-cycle diesel engines as represented 
locomotive business; and off-highway earth-moving equipment. 

The testimony of both witnesses illustrated the inquiring mind approach, and 
so that General Motors has followed a policy of entering only those new fields 
production in which we had competence and to which we felt we could make 
substantial contributions. 

l'wo-cycle diesel——1 would add to Mr. Hamilton’s testimony some facts about 
hases of our diesel business prior to his association with General Motors. 

General Motors Research Laboratories started development work on the two- 
yele, light-weight diesel as early as 1928, 2 years before either Winton or Electro- 
Motive was acquired. Our primary objective was to develop a practical diese} 
‘uck engine that would result in important operating economies. 

Promising forward strides were made in this research between 1928 and 1930. 
rhis progress led our people to believe that light-weigth, two-cycle engines of 
irious horsepower sizes could be designed and would have a great variety of 
pplications in transportation and stationary industrial equipment. That judg- 

nt of 25 years ago has been amply borne out by events. 
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In fact, the General Motors two-cycle lightweight diesel engine development 
revolutionized the entire diesel industry by pointing the way to new applications 
and new sales opportunities. 

The complete story on the development of this engine will be filed with the 
‘ommittee. 

Allison.—And now to go on to the aircraft engine field, in which we are repre 
sented by Allison division, at Indianapolis. 

When acquired, in 1929, Allison was an experimental engineering organizatior 
of 200 employees. Most of its work was concerned with development of various 
types of internal-combustion engines. Except for an improved type of aircraft 
bearing, it had no marketable product. 

James A. Allison, the owner of the business, died in 1928. His executors 

offers for the business from two companies in the aircraft industry 
These companies were not interested in keeping the Allison organization intact, a 
condition which Allison’s widow had imposed. 

General Motors was then approached and an arrangement concluded whereby 
GM undertook to keep Allison operating as an Indianapolis organization for at 
least 10 years. Acquisition of Allison by GM was actually an extension of our 
own research and engineering development activities. 

Development of a liquid-cooled aircraft engine was initiated early in 1930 
In 1936 research staff technicians were shifted to Allison and a major stimulus 
was given to this project. As a result the Allison VI710 engine passed its type 
test in 1937. Up to this point the development had been chiefly at General Motors 
expense. Subsequent to the test small Air Force development contracts were re 
ceived. The first production order for 60 engines was received from the Air 
Force in 1938 

In April 1939 an Army fighter plane powered by this first United States-built 
liquid-cooled engine won the Air Foree pursuit aircraft competition. The im 
portance of the liquid-cooled engine was further demonstrated when a German 
plane powered by a German-built engine of this type set a new speed record 
1 month later. No air-cooled engine then in existence could meet this challenge 

At the start of the defense program the Assistant Secretary of War requested 
General Motors to establish facilities for further development and production 
of the Allison liquid-cooled engine. A plant was built with General Motors 
funds. Orders on hand were inadequate to support the size plant being built 
Later Allison received orders from the Air Force and from the British and French 
Governments totaling about 2,000 engines. 

\Jlison was then not a production organization and among the original Allison 
personnel there was no one with quantity production experience. A topflight 
production team was assembled at Allison, made up of men from many other GM 
divisions. Several GM automotive and electrical equipment divisions were as- 
signed parts production responsibilities, as were of course many outside sup 
pliers. Cadillac’s contribution in making intricate, high-precision parts was 
particularly outstanding. 

Engine production at Allison rose from 48 in 1939 to 1,158 in 1940, and to : 

* 21,381 in 1943. Total output 1940-45 was 70,000 engines, or about 60 
of all engines delivered to the United States Air Force for fighters 
and Chevrolet manufactured air-cooled aviation engines in large quantities 
eneral Motors production of all types of aviation engines represented 2 
of tota] United States output during the war 
times during the war improvements were added stepping up the power 
lison V1710 engine, each time without interruptions in productio! 
ut the war this engine remained the only United States-designed liquid- 
ine that made United States planes a match for similar types put in 
the enemy 

Since World War ITI Allison has figured prominently as a developer and pro- 

‘ of turbojet and turboprop aircraft engines, and transmissions for tanks 
ther heavy ordnance vehicles. According to the information released by 
Air Force, 69 percent of all USAF jet-fighter sorties in the Korean conflict 

ALi owered aircraft. 


flown by 

Allison is the only manufacturer furnishing turboprop engines to the military. 
fecently the Civil Aeronautics Board approved an Allison turboprop design for 
. ‘ DI 


1 


the only United States-designed turboprop engine to 


commercial airline 


ls 
This engine is the most powerful of its type being built any- 
where in the world today. Lockheed has recently specified the Allison T-—56 
turboprop for its newest commercial airplane, the Electra, already ordered by 
two leading United States airlines. 


win this approval. 
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igidaire.—Another major field in which GM vision and leadership proved 
mselves is electric refrigeration. Without our contribution in this field the 
isehold refrigeration industry could not possibly have developed as it has. 

irdian Frigerator Co. of Detroit was purchased by W. C. Durant with his 

funds, in 1918. At Mr. Durant’s suggestion this company was acquired by 
Motors in the following year on the basis of his cos 


$00,566, 


ts, which amounted 


the time Durant acquired Guardian, the company did not have a fully de 
ped product, nor any facilities or experience for quantity production and 
bution. It was virtually bankrupt. The owners had been seeking new 
| without successs. Only a limited number of refrigerators had been pro 
d in nearly 4 years of operation. All were installed in households in and 
id Detroit. Much of the time of Guardian’s limited work 


orce Was taken 
th service calls to these homes. 


ter its acquisition by General Motors a complete program of redesign and 
ineering of the product was undertaken and the name of 
i 


d to Frigidaire During this 


ibutions to electric ref 


company was 
period (1919-26) General Motors made 
‘rigeration through research and enginee! 
, and improvement in production methods. irom these advances 
vineering, production and sales education, not only Frigidaire, but all pro 
rs benefited, as the growth of the industry clearly indicates. 
e educational sales etfort undertaken in the early twenties by Frigidaire 
o by Kel autor, sold the public on the value and advantages of electrical 


ratio? \\ % until 1927 that General Electric entered the field 


“Freon,” the first nontoxie, 

General Motors development and 

ic refrigerator mManutacturers. It has been re 

sible in la eusure for the great growth of the refrigerator industry, 


day, there is no substitute for “Freon.” 
tors \s another example of our receptive attitude toward new 
as, problems, and opportunities, I cite our entry into the fractional horsepower 

r industry and how it came about. 
y twenties, established electric motor manufacturers produced 
horsepower motors only in a few restricted sizes. The product was 

ely bought “oif the shelf.” 

ut 1920 Nizer Corp., manufacturers of ice cream cabinets, had developed an 
ically regrigerated cabinet which required a special type of motor not then 
ercially available. Nizer was not successful in interesting any company 
electric mi * jim ry in manufacturing this motor especially for them 


» Nizer chief engineer was personally acquainted with engineering personnel 
iy E 


ding startiig motors. He took his problem to these men. They agreed to 


lectric, a GM unit which produced automotive electrical equipment, 


» work out a solution, and were successful Nizer placed orders with Remy 


rie for this motor engineered especially to their needs. 

Word that Remy Electric was willing to produce motors specially designed for 
idual applications spread through the household appliance industry. 
rs of washing machines and other appliances came to Remy Electric with 
problems The combination of a specially engineered motor and quantity 

duction soon permitted application of automotive production techniques, and 
of motors were reduced substantially. 

usequently we created a place for ourselves in the electric motors industr; 
‘ting a need that no one had met before—nor seemed interested in meet- 

nd at a lower price to the customer. 

ise activities And now I pass along 
pproach has produced most importan 

ral Motors’ role in defense production, 


to another area where our inquiring 

t results for the Nation. I refer to 

Prior to our country’s involvement in World War II, when it became obvious 

America would have to look to her defenses, General Motors assigned to a 

management study committee the task of working out guidelines for the most 

ve possible enlist 
ir effort 


committee recommended, at we adopted, 


ment of our know how, skilled manpower and facilities in 


‘ronment in ] ? t} production ot 
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2. Endeavor to assume the corporation’s share of the defense production load 
6. Endeavor to obtain contracts for the more complicated defense products. 
#. Concentrate GM production facilities on the most difficult parts of the 
products 
» Subcontract to the largest extent practical as much as possible of the balar 
Mponent parts 
Spread the work among plant locations so as to protect employment, wit 
‘limits of efficiency in production and use of facilities. 
é. Accept contracts of whatever type that may be mutually agreed upon w 
Government agencies 
5S. Limit its profit margin on war work to one-half its normal profit mat 
ivilian goods 
As the largest producer in the country of technically complex products made 
tal, General M s naturally was assigned heavy engineering and product 
wonsibilities both in World War II and during the Korean emergency. 
World War Ii all commercial production was haited and all our plar 
rerted to thte manufacture of weapons and other war materiel for 
Most of these military products were entirely unrelated to o 
products, presenting completely new and unfamiliar product 
General Motors earned a reputation with the Armed Forces of be 
nt, low-cost, on-schedule producer of high-quality produets. 
rhe lowing representative list of war materiel turned out by Gene 
Motors for the Armed Forces during the Second World War indicates the m 


»of our assignments: 


ngines f Army and Navy use, primarily in tanks and 
198, 0 


Airplane engines, including jet propulsion engines 206, 0 
Complete bomber and fighter planes 13, OM 


ireraft propellers 97, 000 


A 
Aircraft gyroscopes So > 301, OM 


inks, tank destroyers, and armored vehicles 28. 4) 
‘rucks, ‘luding amphibious **Ducks” ; 854, 000 
Cannon 190, 
Machineguns and submachineguns__- 0 = as Se 900. 000 
GOT OINCR ooo ec 3, 142, 000) 
Electric motors of all kinds__- ae ; 4 i >, 826, 000 
Fuses ; 11, 111, 000 
Ball and roller bearings : _ 360, 000, 000 
Shells i ccs a : ‘ i 119, 562, 000 
Cartridge cases, and many other products_._.......-_.-.--..._-_- 39, 181, 000 

The value of all General Motors products delivered to the Government dur 
the years 1940-45 was $12,319 million. In comparison, the value of United States 
lend-lease shipments to the Soviet Union was $11 billion. 

During the Korean emergency General Motors produced turbojet and tur! 
prop aircraft engines; light and medium tanks; high performance fighter a 
craft; bombing navigational computers; gun-bomb-rocket sights; antiaircraft 
tire control systems; tank transmissions, shells, cargo carriers, trucks, canno 
and a variety of other items—most of which again were entirely foreign to our 
commercial line of products. Again we met delivery schedules, quality standards, 
and maintained our record as a low-cost producer. 

Here is the record of General Motors defense business between 1948 and the 
end of 1952. During this period General Motors received prime contract assig! 
ments from the Department of Defense to produce defense materiel valued at 
$5,685 million. Taking into account unfilled orders at the beginning of the 
period as well as contract terminations and price adjustments, this left $3,073 
million in unfilled orders at December 31, 1952, all as detailed in chart VII. 

The record of the years 1955, 1954, and the first 9 months of this year 
entirely different. Practically all of the business awarded General Motors during 
this period represented additions to projects already in production prior 
January 1, 1953—in other words, repeat business. 
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CuHartT VII 


) 


General Motors defense business, 1948—52—United States prime contracts 


In thou 


CHART VIII 


eral Motors deje u gs, 1953-55 ited Sta prime contract 


I 
i 


New projects assigned to General Motors by the Defense Department during 
» period January 1, 1953—September 30, 1955, had a value of only $16,383,000, or 
s than 1 percent of total orders received in this period. During the same 
riod of 2 years and 9 months cancellations amounted to $584 million. Unfilled 
lers declined from $3 billion at the end of 1952 to $635 million at September 30, 
1955. Details of defense business for 1953, 1954 and the first 9 months of the 
rrent year are shown in chart VIII. 

Chart [IX shows General Motors defense deliveries, by quarters, for the year 
940 through the third quarter of 1955. It illustrates most graphically that we 
elivered the goods when they were needed. 
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Cuart IX 


GENERAL MOTORS DEFENSE SALES 
BY QUARTERS 1940 TO 1955 





| | | | ‘ . 4 
Ht tH HH 


a 44 1MS 1946 1947 1348 1949 1s 1951 1952 1953 


SULTS OF GENERAL MOTORS’ GROWTH 


yzed the reasons for General Motors growth—our organi 
tup and the inquiring mind approach—and have indicated how that 
ition has worked to produce “more and better things fur more people.” 
analyze briefly what this phrase means from the standpoint 


I would now like to 


of our customers 
] Benefits to aute otive customers 

I am sure Senator O'Mahoney will recall that in December 1948 General 
Motors appeared before the Subcommittee on Profits of the Joint Committee 
on the Economic Report, of which body he was a member. 

As part of our statement we submitted an illustration of progress Gene! 
Motors had achieved for customers, based on a comparison between a 112!) 
Buick car and a 1948 Chevrolet. The point was made that the 1948 car was 
1 much more value for the customer’s dollar than thi 


better car and represented 


ear of 20 years before 
We were most gratified to note, Senator O’Mahoney, that in the subcommittee’s 


session on the day following our appearance, you expressed yourself as hav 


been “‘very much impressed” by our comparison. You called our exhibit 
of a witness representing another company and asked him whethe 


attention 
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lid not think it was “* * * a pretty cle 
xy has resulted in producing far more 
re by industry.” 

hat comparison encompassed a period of 20 


DL at 


ar demonstration that modern tech 
per dollar than was ever produced 


years, 1929-48. The pace of 
resS has been accelerating at an even faster rate due to the pressures of 
essive competition. I should like to demonstrate this on a factual 
day’s counterpart of the Chevrolet we brought to 

150 series, 6-cylinder, 4-door 


ements we 


fhe larger, more ¢ fficient, and more pow erltul engine proy ides bette 
in traflic. 


basis. 
Vashington in 1948 is the 
sedan. Here are the more 


significant im 
have been able to offer to our Customers since then 


naneuvel 


I 
The compression ratio is up from 6.5 to 8.0 to 1 iy 


lel economy 


proved, from 22.7 to 25.2 miles per gailon at 30 miles per hour. Also, dura 


y has been bettered. 
ie 1956 Chevrolet is wider, lower, and heavier, and provides the owner 
} more comfortable ride than did the 1948 

1956 car is re * Shoulder, hip, and leg room, both front and 1 


teriais are of better quality. Glass area is 
importa! : ; 


tnoranwc Wihdshield 


een increased. Upholstery mn 


ntially larger for better vision 
n 1955, the 1956 Chevrolet has the p 
f t} 


le for the first time on the 1954 models of our 3 high 


his 8-year period our techno l l 


logical advances have beet 


hh . \ . 
me in our history. Ve have inti 


xluced such outstand 
ed higher compression V—-S engines, improved automatic 
steering, power brakes, automatic window lifts 


Today all of these 


and automatic 
are uvuilable to the buyer in the est priced fiel 


ago many were not available even to the Cadillac owner 


years lo me t 
represel a truly fine example of making more and better things for more 
kind of progress has been achieved by 


} 
ners today 


all our ear divisions All GM 
and substantially more 1 their 


get a greatly improved car 

than they did 8 years ago is what we mean by improving 
le is what c1 nel gh in choosi 
heme of things price 


| Value 
bg acar. in our industry s compe 
is only one of several factors the customer consi 
ne element in the value equation. 

e the subject of General Motors pricing policies and practices 
il interest, J] am going to outline them. 


aers 
it] 


is of 
eneral Motors pricing procedures have been set forth publicly 


Y on many o¢ 
; since the early 1920's when they were first established. While the under 


principles of these procedures are relatively simple, their application is 

sarily extensive and complex in practice since they are concerned with the 

of the thousands of materials and parts which we buy and mal 

manner in which overhead costs are distributed by prod 
s obvious that unless a manufacturer can sell 

osts to produce them, he will soon cease to be 

determination of probable costs is most 


duction (direct labor and material) must first 


u 
} 


re and with 
uct lines. 

his products for more than 
a manufacturer Therefore 
important. Direct unit costs of 


uy 


be calculated. The indirect 
‘rhead costs, however, even though determinable t 
period of time, must in the end also be reduced to a cost 


; that overhead costs must be allocated to ¢ 


in the aggregate for 


per unif. This 


ich unit sold to recover the to 


l 


ul tiie ed 


such costs 


\t this point there is a large unknown. What is the future volume of sales 
* which these costs must be distributed to assure their full 


ull recovery provided 
ve conditions permit? In a period of low volume, a manufacturer who 


recover his entire overhead costs out of the unit selling 


price will 
self out of his market. On the other hand, if he distributes his overhead 
ts on the basis of a temporarily high level of demand he will mi 


he 


slead himself 

ive unit eost and thus fail to recover them. This is to say that 

sts or overhead must be prorated on the basis of an average volume in 
nN ‘ itvan hes icipated market. 

factu be in a very precarious position if all } 

ithout making a profit on his operations. His position 

hen the cost of replacing his capital equipment and tools 

by inflation. He will be unable to finance 


the continuous 
his product so necessary in today’s markets. 


So it becomes esse! 


» recover | is costs 


run his business efficiently not only in order t 
so that the business may grow and prosper 
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But no manuf irer can make the decision as to price without regard to cor 
petitive prices and the wishes of his customers. If his price is too high relatiy 
to the prices charged by his competitors, he will lose volume and slip behind 
the competitive struggle. Our practice has been to set prices that are fully co: 
nd which we hope will be attractive to our customers. Then we tr 
increase our profit by reducing our costs below what we had calculated they 
t be with no certain knowledge as to what the volume would be on each lin 
X compares on an index basis the year-by-year list prices of four-door 
dans, the largest selling model, as published by all companies in the industry 
iart clearly shows that our prices have increased less since 1941 than have 
if our competitors and compare even more favorably today than bef 


petitive a 


‘hart 


the war. 
The only way that a company like General Motors can even stay where it 
petitively is to work as aggressively as possible to better its position. 14 

for a moment would be only to lose position. For a period of 4 years in t 

early 1920’s 1 company sold between 55 percent and 60 percent of all automob 
in the American market. It offered the lowest-price car in the industry, yet cou 
withstand the competitive drive of other companies. This could happ 

in. Therefore, there can be no compromise between full, aggressive com 

f competitive position through any tendency to rest on one’s laut 


1 and iOss ol 


? 


CHART X 
st prices (based on 4-door sedans) prive at about 


beginning of the year 


illowance for the product improvements frot 


rherefore, they do not reflect the increase in cot 


—y T 
ALL OTHERS 
| 








Solace 
1948 1949 1952 1953 19541955 
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eral Motors has no assured markets. We have no protection against com- 
on. Nor do we have any guaranteed rate of return on our capital. We buy 
naterials and parts in the same markets as our competitors and at compara- 
ices. We pay at least the same wages for equivalent labor as they do. The 
ent we purchase is equally available to them at the same prices. 

1 one producer makes a higher return on his investment than others while 
ng at competitive prices, and paying the same wages and prices for materials 
is competitors do, his higher return on capital is a murk of his greater 
ency. That is the function of profits in a free economy—to reward efficiency 

as an incentive to producers to keep on being efficient. 

utomobile industry from its very inception has been most intensely com- 

It is even more competitive today than at any time in its 50-year 


ndustry competition means aggressively seeking the favor of the 


At one time or another some 2,700 different makes of cars have been 


ai 
rket Today a bare handful of those original 2,700 survive. The 


Vanished. Why’ Because their products did not have sufficient 
his one person—the customer. 

ral Motors we have been successful in winnil he votes of customers 
iot Only have priced competitively but also have istantly striven 
Values into our products. Each year our cars offer more for 
year before. Each year we ‘k to make them leaders in 
mommy, quality, appearance, comfort, and s ‘ty. This striving 
is a particularly outstanding element competition in our 

much more so than in most other industries. 


it ; 


stomers for our household appliances, diesel engines, and other products 

iLsoO parti ipated in the benetits of our teehne toOpica progress. For in 

the price per cubic foot of an average Frigidaire refrigerator was 

as against $34 for a much improved product in 1955. On a constant dollar 
latter figure is reduced to $21. 

and operate a Frigidaire refrigerator in 1925 cost $26 per year pe 

foot 4s against $4 in 1955, or $2.50 on a constant dollar basis. These « 


Sis ll 


e Ai 


om 
isons assume a 10-year life-span in each instance, and reflect of course the 
wtion in cost of electricity that has taken place. 

is estimated that 41,400,000 American homes, or 92 percent of all those 
d for electricity, have electric refrigerators. Some 12,600,000 homes now 

ive automatic Washing machines and nearly 4 million dryers. These appliances 
re largely unknown in most homes a generation ago. 

\\e are quite certain that progress in making the American home an even better 
e in which to live, and a better place for our homemakers to manage, will 
ne still more rapidly in the future. 

1983 General Motors pioneered the 2-cycle, lightweight diesel engine for 
motives. In that year the railroads had 51,000 steam engines in operation. 
454 there were fewer than 5,000 steam engines in service. The other 46,000 
| heen replaced by 25.000 diesels. 
his dramatic reduction in total number of units required has occurred despite 
fact that gross ton-miles transported by the railroads has almost doubled 
r this span of years, with each freight diesel locomotive unit performing 3.4 
es the work of 1 steam locomotive. ‘Today, diesel engines account for 8&6 

nt of all passenger traffic and S84 percent of all freight traflic. They account 
%) percent of all switcher-hours. 
sased on Interstate Commerce Commission records, diesel locomotives are 
ing $600 million a year in fuel and maintenance costs alone. This figures does 
take into account any of the very substantial savings realized through 

inination of supporting services that were required for steam locomotives. 

It is estimated that since 1940 the railroads have saved through dieselization 
re money than the manufacturers received for their locomotives in the first 
e. In addition, the railroads have been able to give their customers greatly 

proved service. 

Railroad officials freely admit that the present healthy financial status of their 

lustry can be attributed largely to the diesel locomotive. 

Mr. James M. Symes, president of the Pennsylvania Railroad Co. stated 
ently : 

The greatest single contribution to the economic and efficient operation of our 
roads during my 40 years of association with the industry has been the 
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elopment 0 » diesel locomotive. We all know the important part Gene 
otors has played in that development. Today they have 25 million horsepows 
operating on « ‘ailrouds in more than 16,000 diesel units, some of which hay: 
made between 24 and 44% million miles and are still on the road performing quit 
sutisfactorily. would guess that this development alone is saving the railroad 

a minimum of $500 million a year—with initial investments being paid off 

I years 

he lightweight diesel in small sizes also has made possible, practical, efficic 

ilroad passenger-car air-conditioning. It has stimulated the development 

i frozen food industry—by providing dependable lo 

Service 
and activities the diesel has provided a flexib 


given the Nation new inuscles to cut its timber 
= fields, propel its ships, and turn the wheels 


lore important than in the building of ou 
vould be impossible to construct, at a cos 
vhwa} Ss Which we need so badly. 
nse—both as a prime mover for shiy 
vehicles and as a source of auXiliary powe1 
in having this product and production fa 
World War Ll. The ae alone at the « 
operation than the total horsepower of 


meral Motors cealael S4.000 engin« 


vine has assumed in our Nation 
neti ally illustrated by our Powerar 
Chicago. Nearly 2% million people visited this show 
ring evidence that the public generally is interested ir 
has a keen appreciation of what it means to all. 
on the contribution by Allison division to the Nation’s 
ring World War II and the Korean war. Allison is ¢o1 
important phases of turbojet and turboprop engine deve 
Arn Forces rely heavily on this organization’s technical know 
requirements preclude more details. 
mmittee will be interested to know that Allison divisior 
ram ae will involve S75 million of our own funds 
research development, and testing facilities, and to pri 
; aeware products to meet future needs of the Armed 


tiem 


achievement in qualifying its turboprop engines for commer 
romises to establish new high standards of comfort and speed in 
ost definitely help retain world leadership in civil aviation 


VI. GENERAL MOTORS TODAY 


attempted to give you a picture of what General Motors amounte‘ 
: What the factors were that set it on a new course of service and 
at this has meant in terms of specific accomplishments in various 
of our business 

‘ound out the picture let us see now what General Motors is today. 
er I discussed decentralization from an organizational point of view 
General Motors is also widely decentralized in the geographic sense. In th 
United States we have 119 plants, located in 65 cities in 19 States. Our Canadian 
ubsidinries operate 6 plants in that country and we have manufacturing and 
! oper ns in 18 other foreign countries. Our products are sold 


reneral Motors is also highly coordinated. For example 
ly individualized, all 5 car divisions utilize hut 3 basi 
| by Fisher. From these basic shells individuality 
hrough extensive modification of certain elements 

product components than any other producer 
vy, and produ Fone division frequently go into varied products 
divisions as automobiles, diesel engines, household appliances 
fense items 
as the ind 1 GM divisions depend on each other, so does the whol 
3G fotors rest on the strength and success of each. The 
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hly suecessful coordinating efforts of the central organization have made 

e whole amount to more than the sum of its parts. 

Worldwide, General Motors’ employment now exceeds 602,000 good jobs Our 
ployment in the United States has increased from 224,000 in 1940 to 514,000 
lay. That is, it has increased 2.3 times in 15 years. 
ayrolls in the United States so far this year are running at an annual rate 
bout $5 billion, or more than 6.4 times those of 1940. Earnings of hourly 
kers in the United States are averaging $103 weekly, compared to $38 in 

40. Today GM workmen also enjoy substantial protection for themselves 

d their families against the hazards of life. Employee-benefit plans include 
insurance, hospital and surgical insurance, disability benefits, supplemental 
uployment compensation, vacation allowances, and pensions 
We have 541,000 shareholders, or 148,000 more than before World War II 
ey represent every walk of life and every section of the country 

Some 21,000 prime suppliers furnish us with materials, parts, and services. 

‘ these 21,000, many employ fewer than 500 people. A substantial number of 
* suppliers have served us for a generation or more. Over the years, about 
f of every Sales dollar has been paid out to suppliers for goods and services. 
1955 this will mean total payments to suppliers of something in excess of 

lion 

\lmost 17,000 enfranchised automobile dealers market our passenger cars in 
United States. It is estimated that they employ some 300,000 men and 
nen. Our other products are marketed through additional thousands of 
ail outlets. 

These groups, employees, shareholders, dealers, suppliers, and the general 
blic as well, have shared in the success of General Motors. 

We have reason to believe that we are regarded as a good industrial citizen 
each of the 65 communities where we have plants. We follow the practice 
issuming our share of community responsibility. Our local executives accept 
lership in civie programs such a community-chest drives and the like. I am 

rtain there is not a community in which we are represented that has not gained 
stantially as a result of our progress. 

Communities of all kinds, as well as the Federal and State Governments, of 
‘se, benefit from the taxes paid and generated by General Motors. Total 
ertainable taxes for 1955 will amount to approximately $2,275 million— 
hest in our history. These taxes are divided as follows: United States income 
ves, $1,275 million: United States excise taxes, $835 million; all others, includ- 

g State, local, and social-security taxes, $165 million. 


VII. CONCLUSION 


‘e is the picture of General Motors today As for the future, I have con- 
that we shall continue to make our full contribution to a strong and 
nding national economy. The extent to which we are able to do this depends 
degree on how effectively we continue to apply the management phil- 
which, as I have endeavored to demonstrate, has contributed so substan- 
to our progress in the past. 
ght pol 
ents » General Motors organizational structure and our attitude of 
be developed by any business. As a matter of fact, ma 
» done so successfully. We have felt the effect of this in the f 


ompete, and I am sure we shall continue to do so. 


nt out that we have no monopoly on this philosophy. Its two basie 


oneclusion, may I say that I have been associated with General Motors for 
e than 41 years and I know of no management organization that has a higher 
ndard of business ethics, a greater sense of public responsibility or 
1 which we 

ustomers, employees, suppliers, dealers, and shareholders. 

am proud to be associted with General Motors and proud of the way 
ducted its business over the years. The American people exp 

ird of performance upon which it bestows its favors. We have gi 

standard of performance. 
\s my remarks here today have indicated, General Motors has 


1 
1 
i 


regard for the equities of the various groups wi 


Maintained a high degree of efficiency in its operations; 

Provided consumers with a variety of competitively priced proc 
among which they can choose those best suited to their needs; 

Constantly sought through research to bring forth new and 


products; 
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Made possible hundreds of thousands of good jobs for its employees 
Enabled a vast number of people to share in its prosperity; and 
Provided our country with a manufacturing organization that stands 
a source of strength in peace and in war. 
I and my associates are very proud of that record. 
I thank you. 


Secrion XXXII. Lerrer tro Senator Josern C. O’Manrtonry Fr 
Raymonp Q. Armincron, Eucriip Diviston, GENERAL Morors 


Evciip DIvIston, 
GENERAL Motors Corp., 
Clereland 17, Ohio, November 80, 195 
Senator Josern C. O’MAHONEY, 
United States Senate, 
Washington, D. C. 

Dear SENATOR O’MAnNONEY: Prior to the taking of any testimony on the 
that I appeared before your committee, your counsel, Mr. Burns, made the fo 
ing statement with reference to General Motors’ acquisition of Euclid: 

“Prior to the acquisition, Euclid purchased engines for its products from Ix 
General Motors and the Cummins Engine Co., Inc., of Columbus, Ind. * 
Since the acquisition by General Motors, Euclid’s purchases from Cumn 
have dropped about 75 percent * * *. By this transaction General Motors | 
chased one of principal customers in the field and as a result was in a posit 
to preempt—and in a very large measure already has preempted—the mar 
represented by this customer * * *. Whether this merger violates sectio 
of the Clayton Act is not free from doubt.” 

During my testimony my answers to your questioning brought out to so 
extent the inaccuracy of these statements, but in the transcript it seems clk 
that the questions did no give me an opportunity to show fully what the t 
facts were and how misleading the above statements are, nor did Mr. Bur 
make any attempt to correct these opening statements. 

You may recall that I stated General Motors had made no effort to influer 
my selection of engine sources, and that I continued to offer Cummins an 
General Motors engines as optional engines on all the equipment on which I 
had offered them prior to the merger. I am now enclosing the schedule of 
equipment which was discussed during the hearing which shows the shipments 

"engines by make used on each type of equipment manufactured by Euclid 

the first {' months of this year. These figures indicate that on the pr 
ant volun if our equipment, Euclid offered the same choice of GM ar 
competitors’ engines as it did prior to the acquisition by General Motors. Y« 
will also note that on those types of equipment in which the customer made 
own choice of engine, the customer chose the General Motors diesel engine 
65 percent of the units and the competitive engines on 35 percent. 

You will note that these figures also show that only 23 percent of the equ 
ment shipped by Euclid during this period was of new models on which Euc 
had standardized for inass production purposes on the General Motors engin 

furthermore, as to my decision where standardization on one engine for « 
new product became necessary and I chose the General Motors engine rat] 
than a competitive make, I do not think you can disagree with my business jud 
ment in picking the engine which my customers today prefer. This decision 
the part of our customer and in my own case was to be expected because th 
General Motors engine has proven to be substantially better in operating cos 
than the competitive engine. As a matter of fact, in February of 1953, almost 
a year prior to Kuclid’s acquisition by General Motors, I had a careful field che 
made of comparative operating costs between the General Motors and Cummil! 
engines and attached hereto for your information a copy of the report I receive 
which as you will note shows that the General Motors engine was 4 percent 
15 percent lower than the Cummins in horsepower-hour cost of operation. 

This is not in any sense intended to depreciate the Cummins engine whic! 
over the years by reason of the excellence of its produce has occupied an 
standing position in the diesel engine field. 

Incidentally, I feel it should be emphasized that my selection of the Genera 
Motors engines fer our new products in no way harms the competitive engine 
because these new products were not produced and, as I emphasized in the 





I 


STUDY OF THE ANTITRUST LAWS 4489 


could not have been produced by my company had there been no acqu 


n by General Motors. 

i. matter of fact, my own experience is no different than that of another 
tant manufacturer of earth moving equipment who also offers the custo 
a choice of Cummins or General Motors engines. This manufacturer, after 
ing the publicity on Mr. Burns’ statement, voluntarily called 
e president of General Motors Corp., and made the statement that his custom- 

during the past year, on what must be obviously a free choice basis, chose 
General Motors diesel in 81 percent of his vehicle sales, Cummins in 
ngines 


ent and other 1 percent. 
should thus be clear that Euclid’s increased use of General Motors er 
preference for that engine and that Genera 


heen due to growing customer | 
in no sense “preempted” the market Kuclid for Gen- 


Mr. Osborn. 


1S 


rs has in represented by 
\ 


\lotors engines, 


( 
Burns’ statements received wide publicity in my hometown newspapers 
true facts have not. You have stated many times the only purpose of this 
stigation is to bring the true facts before the public. I would appreciate 
request that you read this—my letter—in open hearing so that an op- 
ty may be afforded the public to have the true facts and I hope thus in 


do 


e easure dissipate the prejudicial effect of the inaccurate but widely quoted 


nents of your chief counsel. 


Sincerely, 
RAYMOND Q. ARMINGTON 


INGINE INCORPORATED IN EUCLID EQUIPMENT DELIVERED 


[EDULE OF TYPE OF FE 
DURING THE PERIOD JAN. 1, 1955, To SEPT. 30, 1955 


Types of Euclid equipment offered with customer’s choice of 
pment with customer’s choice of engine was offered prior to 


n General Motors acquired Euclid: 


investment in 


Euclid equipment which before and after General Motors’ 
1 was offered only with the General Motor diesel engine since no other 


ible engine was or is available: 


Types of equipment 
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fuclid equipment introduced since General Motors’ investment 
this new equipment Euclid has standardized on General Motors 


Equipped 
1f equipment with GM 


uipped with only the Genera 


ng this period 


THE Evciip RoAD MACHINERY Co., 


Cleveland, Ohio, February 4, 1953 
Department: Sales. 


lo: R. Q. Armington, 
Subject: Engine Survey. 
From: R. S. Cliff. 
Department: Service. 

In order to compare various engines, we have worked out cost figures 
the GMC 6-71, Cummins NH and HRB. We do not feel that a cost-per-h 
figure would be as fair as the cost per horsepower-hour, and, therefore, list this 


Cents 
horsep 


p 


90 horsepower GMC 6-71 
65 horsepower Cummins HRB 
200 horsepower Cummins NHB 


1 
I 
‘ 
I 


These figures are for standard transmissions and for engines in rear-du! 
trucks (Although initial cost and writeoff is included, no interest or taxes a 
considered. ) 

Roughly, the HRB and 6-71 cost approximately the same, but the NH runs 


omewhat more on this basis. 


j 
We ran the NHRS through the same treatment and arrived at a figure of 0.70 


cents per horsepower-hour. This includes torque converter service lumped 
with mechanical transmission service, however, it would appear better (althoug 
not much) without the converter figure. 

The Cummins HB ean still be used as a “measuring stick” standard, | 
the GMC ha yw equaled it or surpassed it costwise. The Cummins NH 
definitely sts more on an equal power basis. 

OR 
oO, 


issistant Manager, Service Department. 
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SECTION XN XXIII 


GENERAL Morors AccEPTANCE Corp. 


(1) United States wholesale automotive volume 


ites retail automotive volume 


104 $85, 638, 226 
189 214, 276, 441 
244 323, 292, 701 


gg. 4170 664, 829, 72 


101, 174, 413 842° 860, 879 
102, 930, 876 737, 148, 560 


93, 830, 148 884, 718, 487 
110, 608, 27 1, 286, 388, 917 
96, 601, 239 1, 387, 223, 097 


17, 689, 495 1, 012, 305, 460 


automobiles financed at retail by GMAC are not ava 


f cols. 3 and 4. 
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SECTION XXXIV 


(1) Number of New Passenger and Nonpassenger Vehicles Insured 
1946-June 30, 1955 


PLANATORY NOTES 


During the years 1946, 1947, and 1948 the insurance companies did maintain 
ord of all ne mobiles ‘ nger and nonpussenger automobiles com 
ie United States, including Hawaii and Alask: i the period 

ough June 30, 1955, the insurance companies 1 tained a record of 


for tl 


iutomobiles (passenger and nonpassenger aut l : mbiy 1 Por 


tes, including Hawaii, Alaska, and the |] ion of Canada 
nies, however, maintain a further re v year of 
¢y-written basis by new pi nger autom : ew 


utomobiles for the United States including Hawaii, Alaska, and 


ahaa ombined 


\ ng basis means simply that the automobiles i ‘ed are 
to the year in which the policy is effective and not the calendar year 
I as written For instance, in January of ¢ | 
» written by the insurance companies whi 
for in the latter days of December 
re in December but wl ] 
he su ing year. Pol 
of the previous year although, 
uary of the next year. 

situation arises every year so that in the 10 years fa 
nsured in ail the calendar years will be different for e 10-year period 
1 the automobiles on a year-of-writing basis for the 10-year period, only 
e number of automobiles insured in the calendar year 1946 where the 


tive date of the policy was in 1945. We have adjusted this difference be- 


n writings in the calendar year and year of writing as will be explained 


explanation of the net-policy-written basis, the insurance companies mai 


a record, for « xYampie, of all poli ies with effective dates in 1954 that 

canceled in 1954. This record is maintained both for new passenger 
and new new nonpassenger automobiles for the United States, Hawaii, 
and the Dominion of Canada combined. 


iinted out, the insurance companies have a record of all new automobil 


cies written in a given calendar year. From the record mentioned it 
graph immediately above, at the end of that calendar year the record 
dicate the number of new passenger automobile policies on a year-of-writing 

s that had not been canceled in that year and, also, the nuinber of new n 
nger automobile policies that had not been canceled in that year 
If the sum of the two latter items are added together and the total of the 

) subtracted from the total of all new automobile policies written in that 

endar year, a percentage factor can be developed which, when applied to 

net policies in effect at the end of that year, will produce the gross policies 
tten in that year broken down into the number of new passenger automobiles 
sured and new nonpassenger automobiles insured. This factor will also adjust 

e year-of-writing basis to the calendar-year basis. The percentage factor is 

the neighborhood of 8 percent. 

Since we have no reason to believe that more new nonpassenger automobile 
Olicies are canceled than is the case with the new passenger automobile policies 
we feel that the percentage factor we have used each year and which varies 

each year will produce approximately the correct answer to the question. 


f 
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The figures in this schedule have been built up on that basis after eliminat 
the business written in the Dominion of Canada. 
Canada 
During the years 1946, 1947, and 1948 we maintained separate records 
automobiles insured in the United States and for automobiles insured in Canax 
therefore, the figures shown on the schedule for those years needed no adjus 
ment 
For the period 1949 through June 30, 1955, as pointed out in paragraph No, 2 
the figures of all new automobiles insured include those in the Dominion of 
Canada 
The formula used by us to reduce our figures to eliminate Canada in tt 
latter period was based on the overall percentage that our new automob 
Canadian policies bore to the insurance companies total new automobile poli: 
n each yeat During the period this adjustment factor varied from a low of 
2.69 percent in 1949 to a maximum of 7.62 percent in 1952 
It should be stated that the insurance companies are not interested prima 
the number of automobiles insured. They are more interested in recording 
remiums written in dollars rather than in the number of automobiles 
lv the insurance companies do have a great number of different st 
which do reflect the number of automobiles insured and by 
as outlined herein, we have been able to produce answe 
land No. 2 for automobiles insured in the United Stati 
i and Alaska, which we believe are quite accurate. 


er of used automobiles insured, 1946-June 30, 1958 


1, 119, 489 

569 | 1952 3 : __- 1, 240, 628 
437, 403 | 1953___--__- cinianadicanicsst ee 
748, 280 | 1954 ae 1, 401, 154 
980, 783 | 1955 (as of June 30)__---___ 794, 784 


195, 844 | 1951 


NOTE 


The companies do maintain actual records for the total number policies 
issued on all used automobiles for the United States, Hawaii, Alaska, and the 
Dominion of Canada. 

The companies do also maintain actual records for the total number of policies 
issued on all used automobiles, for the Dominion of Canada only. 

The figures presented in the schedule are the actual results obtained by 
subtracting the number of all used automobile policies issued in the Dominion 
of Canada from the total of all used automobile policies issued in the United 
States, Hawaii, Alaska, and the Dominion of Canada combined, to produce 
the number of used automobile policies issued in the United States, Hawaii 
and Alaska only. 


(3) Number of new General Motors automobiles insured, 1948-June 30, 1955 


1948 es 350; 947 | 1952__..- 
1949 a 558, 612 | 1963... 
1950 Gee, 160 | 1008... a ee od eat 
1951 557,385 | 1955 (as of June 30) __- 


EXPLANATORY NOTES 


‘he insurance companies maintain a record of new General Motors automobiles 
insured by year of writing on a net-policy-written basis for the United States 
including Hawaii, Alaska, and the Dominion of Canada combined, for the years 
1948 to the present time. This record was not maintained prior to 1948. 

The explanatory notes to schedule 1 fully describe the year-of-writing basis and 
the net-policy-written basis of maintaining our records. 

Precisely the same mathematical formulas used to adjust the net policies writ- 
ten on a year-of-writing basis to produce the number of new passenger automo- 
biles and used nonpassenger automobiles insured listed on schedule 1 has been 
applied to all new automobiles insured (after eliminating the Canadian business ) 
to produce the number of all new General Motors automobiles insured as shown 


on schedule a. 
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ada 
iring 1948S we maintained separate records for automobiles insured in the 
ed States and for automobiles insured in Canada. The figures 
schedule for 1948S were taken from the basic United States recor 
the period 1949 through June 50, 1955, the insurance companies maintained 
ord of all new automobiles insured for net policies written on a year-of- 
is tor the United States including Hawaii, Alaska, and the Dom 
Canada combined 


shown on 


tir basis 


ik nion 
he formula used by us to redue 


t il 1lS 


e our figures to eliminate Canada in thi 


a was based on the overall 


tomobile Canadian 
e to the insurance companies total new automobile 
During the period this adjustment factor 


{9 to a Maximum of 7.62 percent in 1952. 


percentage that our new a 
or 


policies in 


varied from a low of 2.69 perce 


i 


Number of new Dodge, Plymouth, and Ford 


automobiles insured. 
June 80, 1955 


EXPLANATORY NOTES 


e insurance companies do not have a record of the Chrysler automobile itself 
se the number insured would have been negligible. The companies do 
a record of new Dodge automobiles and new Plymouth automobiles insured, 
ufactured by the Chrysler Corp 
ed by the Chrysler Corp. 
iintained by year 


These are the more popular models pro 
, consequently a record was maintained. This record 
of writing on a net-policy-written basis for the United 
es including Hawaii, Alaska, and the Dominion of Canada combined, for the 
rs 1948 to the present time. 


he 


‘he insurance companies do maintain a record of new Ford automobiles insured 
year of writing on a net-policy-written basis for the United States including 
waii, Alaska, and the Dominion of Canada combined, for the years 1948 to 
present time. This record was not maintained prior to 1948 

The explanatory notes to XXXVI, (1) fully describe the year-of-writing basis 
the net-policy-written basis of maintaining our records. 


This record was not maintained prior to 1948. 


Precisely the same mathematical formulas used to adjust the net policies 
ten on a year-of-writing basis to produce the number of new passenger auto 
biles and used nonpassenger automobiles insured listed on schedule 1 has been 
ied to all new automobiles insured (after eliminating the Canadian business) 


roduce the number of all new Dodge and Plymouth automobiles insured and 


w Ford automobiles insured as shown on schedule 4. 


ida 
‘ing 1948 we maintained separate records for automobiles insured in the 
ed States and for automobiles insured in Canada. The figures shown on 
chedule for 1948 were taken from the basie United States records. 


ir the period 1949 through June 30, 1955, the insurance companies maintainer 


ecord of all new automobiles insured for net policies written on 


a year-of- 
ting basis for 


the United States including Hawaii, Alaska, and the Dominion 
Canada combined 
fhe formula used by us to reduce our figures to eliminate Canad 
1] was based on the overall percenta 


ies bore to the 


a in this latter 
ge that our new automobile Canadian 
nsurance companies total new automobile policies in each 
During the period this adjustment factor varied from a low of 2.69 percent 
to a maximum of 7.62 percent in 1952. 
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(5) Number of General Motors automobiles insured but not finaneed by GMA’ 
1948—June 30, 1955 


Used 

), 600 | 279, 577 
82H | 361, 590 
145 | 364,473 
835 | 364, 700 
O55 215, 002 


EXPLANATORY NOTES 


The Companies do not maintain a record, as such, of all General Motors au 
mobiles insured which were not financed by General Motors Acceptance Co 

The Companies maintain a record of the number of all new automobiles 

ed which were not financed by General Motors Acceptance Corp. It a 
itains the same record for used automobiles. The companies figures, hoy 
include the United States, Hawaii, Alaska, and the Dominion of Canad 
combined. The figures also include renewals of all expiring policies and oth: 
business not financed by General Motors Acceptance Corp. 

The companies do maintain a record showing the actual number of all au 
mobiles insured by new and used automobiles in the United States, Haw 
Alaska, and the Dominion of Canada. The companies also maintain a rec 
of the actual number of all new automobiles insured in the Dominion of Can: 
and all used automobiles insured in the Dominion of Canada. 

To reduce the figures to automobiles not financed by General Motors Accep 
ance Corp. as outlined in paragraph 2, which includes Canadian figures, we ha 
reduced the applicable figures by the same percentage that all new automol 
insured in Canada bore to the total of all new automobiles insured includ 
Canada. The same procedure was used in the case of used automobiles. 

This factor varied from a low of 2.69 percent in 1949 to a high of 7.62 perce: 
in 1952 in the case of new automobiles and from a low of 2.26 percent in 194! 
to a high of 6.99 pereent in 1952 on used automobiles. 

The foregoing process developed the number of all automobile policies issu 
which were not financed by General Motors Acceptance Corp. for the Unite 
States, Hawaii, and Alaska only. 

To determine the number of new General Motors automobiles insured whi: 
were not financed by General Motors Acceptance Corp., reference to schedule 
will indicate the number of all General Motors new automobiles insured. W* 
also know the number of all new automobiles insured regardless of make. 

In producing the number of new General Motors automobiles insured whi 
were not financed by General Motors Acceptance Corp. we applied the percentage 
that General Motors new automobiles bore to all new automobiles as outlined i 
the preceding paragraph, to the total of all new automobiles insured which ws 
not financed by General Motors Acceptance Corp. 

From statistical records we have produced the number of all General Motors 
used automobiles insured. We also know the number of all used automobiles 
insured regardless of make. We followed the same mathematical procedure 
produce the number of General Motors used automobiles that were insured wh 
were not financed by General Motors Acceptance Corp. as outlined for new 
automobiles in the preceding paragraph. 

Because of the several steps necessary to produce the number of all Genera 
Motors automobiles insured which were not financed by General Motors Accept- 
ance Corp.—namely, the necessity of dealing with new and used automobiles 
separately in order to get as accurate figures as possible we have shown on this 
schedule new General Motors, used General Motors, and total General Motors 
automobiles insured which were not financed by General Motors Acceptances 
Corp., whereas you asked for only the total of all General Motors automobil: 
insured which were not financed by General Motors Acceptance Corp. 

The figures on the schedule are for United States, Hawaii, and Alaska only. 

We have indicated that the figures for 1946 and 1947 are not available because 
the record containing this data for the schedule was only started in January 194 
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(6) Total premiums collected, 1946—June 30, 1955 


__. $17, 668, 986. 39 | 1951 LO7, 377 

36, 371, 232. 11 | 1952_- ee 138, 544, 654. 33 
57, 134, 170. 89 | 1953__._- : 176, 749, GO. 30 
102, 944, SST. 9T | 1954 159, S82, 596. 84 
124, O90, 360.51) 1955 (as of June 30) 93, 337, 232. 27 


Ot, mrme. aol 


NOTE 


1e total amount of premiums shown in this schedule are the actual net written 
iiums, as reflected on the companies books for each calendar year, for the 
ed States, Hawaii, and Alaska only. 
(he term “net written premiums” represents the premiums remaining on the 
ipanies’ books after all deductions for policies canceled and return premiums 
e been subtracted. 


7) Total commissions paid, 1946—June 30, 1955 
) Total co ns paid, 1946-—J 30, 19 


_. $3, 454, 611. 82 | 19: 21, 842, 286. 89 
7, 145, 291. 42 | 1952 —- ; om 27, 289, 051. 

751, 256. 98 De ncn iy SEk, Oks Ao 

201, 4438. 06 ..-. 31, 479, 035. 74 


729, 445. 4611955 (as of June 30)____ 18, 726, 004 


The total amount of commissions paid to agents as shown in this schedule 
the commissions earned during the calendar vear on an actual basis as 


flected on the companies, books for the United States, Hawaii, and Alaska only. 











